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Wastewater Rates and Charges 
Application for Increase in Water and 

To Whom It May Concern: 

Enclosed for filing are an original and thirteen copies of (i) an Application by Red Rock 
Utilities, L.L.C. for an increase in its rates and charges for water and wastewater service, (ii) 
supporting Schedules relating to the aforesaid Application, and (iii) the prepared Direct 
Testimony of Mark Weinberg and Thomas J. Bourassa in connection with the aforesaid 
Application and supporting Schedules. 

By its Decision No. 73343, the Commission specified the date of August 3, 2014 as the 
due date for filing the aforesaid Application. Inasmuch as August 3, 2014 falls on a Sunday, the 
enclosed Application and supporting Schedules and related prepared testimony are being filed on 
the following business day, namely, August 4,2014. 

Thank you in advance for your assistance, and let me know if you have any questions 
regarding the enclosed documents. 

Sincerely, 

\ $- 
Lawrence V. Robertson, Jr. 
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,awrence V. Robertson, Jr. 
). 0. Box 1448 
!247 E. Frontage Road, Suite 1 
rubac, Arizona 85646 
’hone: (520) 398-041 1 
:ax: (520) 398-0412 
%mail: 

Sttorney for Red Rock Utilities, LLC 

BEFORE THE ARIZONA CORPORATION COMMISSION 

N THE MATTER OF THE APPLICATION 
3F RED ROCK UTILITIES, LLC, AN 
4RIZONA LIMITED LIABILITY 
ZOMPANY, FOR A DETERMINATION 
3F THE FAIR VALUE OF ITS UTILITY 
PLANT AND PROPERTY AND FOR 
INCREASES IN ITS WATER AND 
WASTEWATER RATES AND CHARGES 
FOR UTILITY SERVICE BASED 
THEREON. 

DOCKET NO: WS-04245A-14-- 

APPLICATION 

Red Rock Utilities, LLC, an Arizona limited liability company (“Red Rock” or the 

‘Company”), hereby applies for an order providing for the following: (i) establishing the 

Fair value of its plant and property used for the provision of public water and wastewatei 

itility service;(ii) based on such fair value finding, approving permanent rates and charge: 

for water and wastewater utility service designed to produce a fair and reasonable returr 

bereon; and (iii) authorizing Red Rock to defer for future ratemaking treatment an( 

-ecognition certain heretofore recorded depreciation expenses for its water and wastewatei 

iivisions. In support of its request, Red Rock states as follows: 

1. Red Rock is a public service corporation engaged in providing water an( 

wastewater utility service in portions of Pinal County, Arizona, pursuant to a certificate o 

Zonvenience and necessity (“CC&N’) granted by the Arizona Corporation CommissioI 

1 
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:“Commission”).’ During the Test Year, Red Rock served approximately 590 customer 

:onnections. 

2. Red Rock’s business office is located at 2200 E. River Road, Suite 115, 

Tucson, Arizona 85718, and its telephone number is (520) 577-0200. The Company’s 

ximary management contact is Mark Weinberg. Mr. Weinberg is employed by Red Rock 

3s its General Manager; and, Mr. Weinberg is also a Vice President with Diamond 

Ventures, Inc., which is the Managing Member of Red Rock. 

3. The persons responsible for Red Rock in connection with this rate 

4pplication are Mark Weinberg, Mr. Thomas Bourassa (the Company’s rate case 

zonsultant), and undersigned counsel. Mr. Weinberg’s mailing address is 2200 E. River 

Road, Suite 115, Tucson, Arizona 85718, his telephone number is (520) 577-0200, his 

telecopier number is (520) 299-5602, and his email address is 

mweinberg@diamondven.com. Mr. Bourassa’s mailing address is 139 W. Wood Drive; 

Phoenix, Arizona 85029, his telephone number is (602) 246-71 50, his telecopier number is 

(602) 246-1 040, and his email address is tjbl14@cox.net. Undersigned counsel’s mailing 

address is P. 0. Box 1448, Tubac, Arizona 85646, his telephone number is (520) 398-041 1 .  

his telecopier number is (520) 398-0412, and his email address is tubaclawyer@aol.com. 

All discovery, data requests and other requests for information concerning this 

Application should be directed by email to Mr. Weinberg, Mr. Bourassa, and 

undersigned counsel. 

4. The Company’s present rates and charges for water utility service were 

approved by the Commission in Decision No. 67409 (November 2, 2004) in connection 

with the granting of its Pinal County CC&Ns. There have been no other changes to the 

Company’s rates since the current rates went into effect on or after November 2,2004. 

’ The Commission in its Decision No. 70030 also has granted a CC&N to Red Rock to provide public utility watei 
service to an unincorporated portion of Pima County for the Verano Master-Planned Community. Some of t h e  
infrastructure for that system has been installed, but the Company is not serving any customers at this time. 
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5.  Red Rock‘s revenues from its utility operations are presently inadequate to 

xovide the Company a fair rate of return on the fair value of its utility plant and property 

levoted to public service. Capital investments have been made and operating expenses 

lave increased since its rates were established in 2004. As a result, the revenues produced 

)y the current rates and charges for service are inadequate to meet operating expenses and 

irovide a reasonable rate of return. Therefore, the Company requests that certain 

idjustments to its rates and charges for water and wastewater utility service be approved by 

he Commission so that the Company may recover its operating expenses and be given a 

.easonable opportunity to earn a just and reasonable rate of return on the fair value of its 

xoperty. In that regard, the Company proposes to use its original cost rate base as its fair 

ialue rate base in this proceeding to minimize disputes and reduce rate case expense. 

6. Filed concurrently herewith are the schedules required pursuant to A.A.C. 

<14-2-103 for rate applications by Class “C” utilities. The test year utilized by the 

Sompany in connection with the preparation of such schedules is the 12-month period that 

:nded December 31, 2013. The Company requests that the Commission utilize such test 

fear in connection with this Application, with appropriate adjustments to obtain a normal 

ir  more realistic relationship between revenues, expenses and rate base during the period in 

nhich the rates established in this proceeding are in effect. 

7. During the test year, the Company’s adjusted gross revenues were $533,036 

from water utility service, and $477,549 from wastewater utility service. The adjusted 

Jperating income for water was $116,695, leading to an operating income deficiency of 

114,239. The adjusted operating income for wastewater was a negative $262,075, leading 

o an operating income deficiency of $351,024, The adjusted fair value rate base was 

!1,378,255 for the water system, and $936,312 for the wastewater system. Thus, the rate 

3f return on the Company’s water operations during the test year was 8.47 percent, and a 

negative 27.99 percent for the wastewater operations. 

8. The Company submits that these rates of return are inadequate to allow it to 

3 
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ibtain debt, pay a reasonable distribution to its members, maintain a sound credit rating, 

nd/or enable Red Rock to attract additional capital on reasonable and acceptable terms in 

lrder to continue the investment in utility plant necessary to adequately serve customers. 

9. The Company is requesting an increase in water utility revenues equal to 

;14,480, or an increase in revenues of 2.72 percent. Its requested increase in wastewater 

evenue is $356,955, or 74.75 percent. The adjustments to the Company’s rates and 

harges that are proposed herein, when fully implemented, will produce a rate of return on 

he fair value rate base equal to 9.5 percent from water operations, and 9.5 percent from 

vastewater operations. In that regard, as discussed in the prepared Direct Testimony of 

dlessrs. Weinberg and Bourassa, solely for purposes of this rate case, the Company is 

rroposing certain ratemaking treatment(?,) to mitigate what otherwise would be the required 

and higher levels of) rate relief. 

10. In addition, the Company is requesting an accounting order authorizing it to 

lefer for future ratemaking treatment and recognition certain heretofore recorded 

lepreciation expense for its water and wastewater divisions. The circumstances 

mounding and the reasons why such an accounting order is appropriate are discussed in 

he prepared Direct Testimony of Mr. Bourassa. 

11. Attached hereto as Attachment 1 are water plant descriptions and a 

:ompleted water use data sheet for the 2013 calendar year. 

12. Filed in support of this Application is the Direct Testimony of Mark 

Weinberg, providing an overview of Red Rock; and the Direct Testimony of Thomas J 

3ourassa, which provides an overview of the Company’s rate filing, discussion of the 

evenue requirement, including the “A” through “F” schedules, and the “ G  schedules 

levelopment of the rate base and income statement adjustments. cost of equity capital anc 

elated issues, proposed rates, including the “H’ schedules, and discussion of the effects ol 

he proposed rates on customers’ bills. 

WHEREFORE, Red Rock requests the following relief: 

4 



A. That the Commission, upon proper notice and at the earliest possible time, 

mduct a hearing in accordance with A.R.S. 5 40-251 and determine the fair value of Red 

ock's plant and p devoted to providing water and wastewater utility service; 

B. Based upon such determination, that the Commission approve permanent 

djustments to the rates and charges for water and wastcwater utility service provided by 

.ed Rock, as proposed herein, or approve such other rates and charges as will producc a 

1st and reasonable rate of return on the fair value of the Company's utility plant and 

roperty; and 

C. That the Commission authorize such other and further relief as may be 

ppropfiate to ensure that Red Rock has an opportunity to earn a just and reasonable return 

n the fair value of its water and wastewater utility plant and property and as may 

thewise be required under Arizona law. 

RESPECTFULLY SUBMIT this 4'h day of August. 2014. 

Lawrence V. Robemon. Jr. 
P. 0. Rox 1448 
2247 E. Frontage Road, Suite 1 
Tubac, Arizona 85646 
Attorney for Red Rock Utilities. L1,C 

IRIGMAL and thirteen ( I  3) copies of the 
oregoing Application, together with the related 
Xrect Testimony and Schedules, were delivered 
his 4' day of A 

locket Control 
'aizona Corporation Commission 
200 W. Washington St. 
'hoenix, AZ 85007 

5 
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PREPARED DIRECT TESTIMONY 

OF 

MARK WEINBERG 

Please state your name and business address. 

My name is Mark Weinberg. My business address is 2200 East River Road, Suite 115, 

Tucson, Arizona 857 I S .  

What is the purpose of your testimony at  this time? 

I am presenting Direct Testimony on behalf of Red Rock Utilities, L.L.C. ("Red Rock") in 

support of its contemporaneously filed Application for an increase in the rates and charges 

for water and wastewater service provided by Red Rock in its Pinal County, Arizona, 

service area. In that regard, the term "water" as I will be using it includes sales of effluent 

pursuant to rates previously authorized by the Commission. 

What is your relationships with Red Rock? 

I am its General Manager, and I have held that position since the inception of the company 

in 2003. 

Do you have any experience in the water and/or wastewater utility industry prior to 

your association with Red Rock? 

Yes. From 1982 to 1987, I was employed by Foothills Water Company in connection with 

the management and operation of its water and wastewater systems. From 1987 to 1995, I 

was employed by Canada Hills Water Company in connection with the management and 

operation of its water and wastewater systems in the northwest area of metropolitan 

Tucson, when they were acquired from Foothills Water Company. I concluded my 

relationship with that company when its water system assets were acquired by the Town of 

1 
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Oro Valley, Arizona in 1995. 

Thereafter, 1 commenced employment with Diamond Ventures, Inc. in Tucson as a 

Vice President in 1995; and, my responsibilities included managerial oversight of Spanish 

Trail Water Company and Saguaro Water Company, each of which was owned in whole or 

in part by Mr. Donald Diamond. In that regard, my managerial oversight role with respect 

to Saguaro Water Company ended in 2011, when that company was acquired by an 

unrelated third party, but it continues with respect to Spanish Trail Water Company. 

Will anyone in addition to yon be presenting Direct Testimony on behalf of Red Rock 

in connection with its Application for an increase in its rates and charges for water 

and wastewater service? 

Yes, Mr. Thomas J .  Bourassa, a utility rate analyst and consultant, a recognized expert in 

this area who has previously testified on many occasions before the Commission. Mr. 

Bourassa has prepared the various schedules which are being submitted in support of Red 

Rock’s Application; and, he will also be submitting Direct Testimony discussing those 

schedules and Red Rock’s rate increase request. 

What circumstances occasion Red Rock’s rate increase Application at this time? 

Red Rock’s Pinal County water and wastewater certificates of convenience and necessity 

(“CC&N”) were granted to the company by the Commission on November 2, 2004 in 

Decision No, 67409. The Eighth Ordering Paragraph of that decision directed Red Rock to 

“. . . file a rate application for its water and wastewater systems no later 
than three months following the fifth anniversary of this Decision 
including the information required in Finding of Fact No. 32.” [Decision 
No. 67409 at page 13, lines 12-14] 

Because development of the Red Rock Village master-planned community occurred 

at a slower pace in subsequent years than was anticipated at the time Decision No. 67409 

was issued, Red Rock requested two (2) separate extensions of the due date for filing the 

rate application ordered by Decision No. 67409. Each of those requests was granted by the 

2 
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Commission in Decision Nos. 71499 and 73343, respectively; and, the due date for filing 

the rate application was extended to August 3, 2012 and August 3, 2014, respectively. 

Red Rock's filing of the required rate application at this time satisfies the aforesaid 

requirement from Decision No. 67409. 

What circumstances caused the pace of development of Red Rock Village to be slower 

than anticipated in late 2004, when Decision No. 67409 was issued? 

There have been two (2) major factors. The first was a change in the ownership of the 

developer of the Red Rock Village master-planned community. The second was the 2008 

financial crisis and subsequent recession, the effects of which substantially and adversely 

impacted the homebuilding and development industries in Southern Arizona, as well as the 

entire State of Arizona and the nation as a whole. 

With respect to the first major factor, at the time Decision No. 67409 was issued, it 

was anticipated that Red Rock Village would be developed over a ten (10)-year period, and 

that Red Rock's owner, Diamond Ventures, Inc., would be the master developer. In that 

regard, it was contemplated that the master developer would prepare block plats for six (6) 

development phases, and the block-platted property would then be sold to individual 

developers and homebuilders who would develop individual subdivisions within Red Rock 

Village upon receipt of approval from Pinal County. However, in 2005, the Red Rock 

Village master-planned community project was sold to Puke Homes, a national home 

builder company with an established and well-regarded record for developing master- 

planned communities throughout the United States. That change in project ownership, in 

turn, affected the development timeline for Red Rock Village, as Puke Homes formulated 

its own development plans. Illustrative of this is the fact that Red Rock did not commence 

water and wastewater service to its first customer until August 3, 2007, or approximately 

two and three-quarters (2 %) years after Decision No. 67409 was issued. 

As previously indicated, the second major factor affecting the pace of development 

3 
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of Red Rock Village was the 2008 financial crisis and the subsequent prolonged economic 

recession. In that regard, the Commission is fully aware of this circumstance, as evidenced 

by its granting of numerous requests in subsequent years for extensions of compliance 

filing deadlines for affected public service corporations, including the aforementioned 

extensions granted to Red Rock in Decision Nos. 71499 and 73343. 

What was the relevance of the slower than anticipated pace of development of Red 

Rock Village upon the decision of Red Rock to request two (2) extensions of the due 

date for filing the rate application ordered by Decision No. 67409? 

Succinctly stated, because of the relatively small customer base which existed within the 

Red Rock Village community vis-&vis the value of the plant in service that was necessary 

to provide safe and reliable service, the company was concerned that a rate increase 

providing a fair and reasonable return on its investment potentially could result in “rate 

shock” to its customers in Red Rock Village. In that regard, the following excerpt from 

Decision No. 73343 accurately reflects the thinking ofthe company in August of 2012: 

“The Company reports that in March 2010, when Decision No. 
71499 was issued, Red Rock had 527 customers, and that currently it 
has 575 customers. The Company states that its internal review 
indicates that if a rate case were filed by the current August 3, 2012, 
deadline, both the water and wastewater divisions would warrant 
significant rate increases. The Company asserts that the effects of 
the 2008 financial crisis and recession continue to burden the 
homebuilding industry in southern Arizona. As a result, the owners 
of Red Rock have concluded that filing for a rate increase at this 
time would not be in the best interests of current ratepayers, the 
near-term future of the Red Rack Village community as it tries to 
attract additional residents, or the long-term interests of the water 
company. The Red Rock owners state that they are committed to 
providing the resources necessary to ensure that Red Rock will 
continue to provide adequate, reliable and good quality service.” 
[Decision No. 73343 at page 2, lines 3-13] 

Has the customer base at Red Rock Village since increased to the point that the 

company’s concern regarding the potential for significant rate increases no longer 

4 
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exists? 

No, that potential continues to exist, and the company believes that significant increases in 

both its water and wastewater rates would be warranted at this time, if rates were to be set 

using the customary rate of return ratemaking methodology, and without the use of any 

mitigating ratemaking methodologies or assumptions for the limited purpose of this case. 

i.9 

1.10 Why, then, didn't the company file another request for a further extension of the due 

date for filing the rate application ordered by Decision No. 67409? 

The company did consider such a course of action earlier this year. However, we 

ultimately concluded that a further postponement of bringing our rates more into alignment 

with the costs of operation, maintenance and ownership of our water and wastewater 

systems assets would not be in the best long-term interests of either Red Rock or the 

customers. Moreover, we concluded that by using some of the ratemaking methodologies 

we have adopted & for purposes of this case, we could moderate the effect of a 

required rate increase on Red Rock's customers. Accordingly, the company filed its rate 

application on August 3, 2014 pursuant to the due date extension approved in Decision No. 

73343. 

1.10 

1.11 Are the ratemaking methodologies and assumptions adopted for purposes of 

this rate application, and to which yon refer, discussed in Mr. Bourassa's Direct 

Testimony? 

Yes, at some length, and they include (i) a pro forma customer addition projection,(ii) a 

lower cost of equity request than that to which we believe we are entitled, (iii) no requested 

ratemaking recognition of income taxes, and (iv) a proposed 5-year phase-in of the 

wastewater rate increase, with no carrying costs. Mr. Bourassa is our expert on these 

subjects, and I will defer to him for a fuller explanation and to answer any questions 

regarding the same. 

i.11 

5 
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One (1) brief question respect to the pro forma customer additions over a projected 

five (5 )  year period, did you discuss that subject with Pnlte Homes; and, based upon 

that discussion and other information available to yon, did you conclude that that 

projection was reasonable as of this point in time? 

Yes, as to both parts of the question. In addition, I would note that to the extent the 

projected customer additions might be on the “high” side, the ratepayers benefit because 

the company’s requested rate increases are lower than otherwise would be the case. 

To the best of your knowledge, has Red Rock complied with all of the Ordering 

Paragraphs set forth in Decision No. 67409? 

Yes, with the filing of its rate application on August 3, 2014, I believe that the company 

has fully complied. 

To the best of your knowledge, is Red Rock in compliance with the requirements of all 

regulatory entities applicable to the company, including requirements of the Arizona 

Department of Environmental Quality, Arizona Department of Water Resources and 

the Commission? 

Yes, to the best of my knowledge. 

Do you believe that the increase in rates and charges for water and wastewater servicr 

requested by the company in its August 3, 2014 rate application are “just anc 

reasonable” for purposes of this case? 

Yes, for the limited purpose of this case. 

Does that complete your Direct Testimony in support of Red Rock’s August 3, 2 0 1 ~  

rate application? 

Yes, it does. 
r ~ ~ ~ n 4 e l a \ d a c u m e m ~ ” ~ ~ , ~ ~ ~ “ d u c n l u r w ~ d  rock utiliuaUOl4 rate mw’m weinkrq d i r i s i  red3 d< 
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Q1. 

A l .  

Q2 

A2. 

Q3* 

A3. 

A4. 

INTRODUCTION AND QUALIFICATIONS 

PLEASE STATE YOUR NAME AND ADDRESS. 

My name is Thomas J. Bourassa. My business address is 139 W. Wood Drive, 

Phoenix, Arizona 85029. 

WHAT IS YOUR PROFESSION AND BACKGROUND? 

I am a Certified Public Accountant and am self-employed, providing consulting 

services to utility companies as well as general accounting services. I have a B.S. 

in Chemistry and Accounting from Northern Arizona University (1980) and an 

M.B.A. with an emphasis in Finance from the University of Phoenix (1991). 

COULD YOU BRIEFLY SUMMARIZE YOUR PRIOR WORK AND 

REGULATORY EXPERIENCE? 

Yes. Prior to becoming a private consultant, I was employed by High-Tech 

Institute, Inc., and served as controller and chief financial officer. Prior to working 

for High-Tech Institute, I worked as a division controller for the Apollo Group, 

Inc. Before joining the Apollo Group, 1 was employed at Kozoman & Kermode, 

CPAs. In that position, I prepared compilations and other write-up work for water 

and wastewater utilities, as well as tax returns. 

In my private practice, I have prepared and/or assisted in the preparation of 

numerous water and wastewater utility rate applications before the Arizona 

Corporation Commission (“Commission”). A copy of my work experience is 

attached as Exhibit TJB-RB-DT-1. 

Q4. ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS 

PROCEEDING? 

I am testifying in this proceeding on behalf of the Red Rock Utilities, LLC, 

(‘XRW or the “Company”). RRU is seeking increases in its rates and charges for 

water and wastewater utility service in its certificated service area, which area is 
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11. 

Q5. 

AS. 

Q7. 

A7. 

located in an unincorporated area in southern Pinal County, Arizona. 

OVERVIEW OF THE COMPANY’S REQUEST FOR RATE RELIEF 

WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY? 

I will testify in support of the Company’s proposed adjustments to its rates and 

charges for water and wastewater utility service. I am sponsoring the direct 

schedules, which are filed concurrently herewith in support of the Company’s 

application. I was responsible for the preparation of these schedules based on my 

investigation and review of RRU’s relevant books and records. 

For the convenience of the Commission and the parties, my direct testimony 

is divided into two (2) broad areas, each with the relevant schedules attached. 

Initially, I address the rate bases, income statements (revenue and operating 

expenses), required increases in revenue, and rate designs and proposed rates and 

charges for service for the Company’s water and wastewater divisions. In that 

regard, Schedules A through C, E-F, and H, labeled separately as “Water Division” 

and “Wastewater Division”, are attached to my direct testimony. The Company 

has not prepared a cost of service study for either division because the Company is 

not proposing a change in the basic rate designs and Company did not feel it 

necessary to prepare a cost of service study. 

Thereafter, I discuss the subject of cost of capital, and Schedule D, which is 

also attached to this testimony. In that regard, RRU is requesting a return on 

common equity of 9.5 percent. As shown on Schedule D-1, the Company’s 

consolidated capital structure consists of 100 percent equity and 0 percent debt. 

Based on the foregoing, the weighted cost of capital is 9.5 percent. 

PLEASE SUMMARIZE THE COMPANY’S APPLICATION. 

The Company is seeking rate increases for both its water and wastewater divisions. 
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A8. 

The test year used by RRU is the 12-month period ending December 31, 2013. 

The Company is requesting a 9.5 percent return on its fair value rate base 

(“FVRB”). The Company has also proposed certain pro forma adjustments to take 

into account known and measurable changes to rate base, expenses and revenues 

for each division. These pro forma adjustments are consistent with normal 

ratemaking and are contemplated by the Commission’s rules and regulations 

governing rate applications. See R14-2-103. These adjustments are necessary to 

obtain a normal or realistic relationship between revenues, expenses and rate base 

on a going-forward basis. 

The Company’s fair value rate base for the Water Division is $1,378,255. 

The increase in revenues to provide for recovery of operating expenses and a 9.5 

percent return on rate base is approximately $14,480, an increase of approximately 

2.72 percent over the adjusted and annualized test year revenues. 

The Company’s fair value rate base for the Wastewater Division is 

$936,3 12. The increase in revenues to provide for recovery of operating expenses 

and a 9.5 percent return on rate base is approximately $356,955, an increase ol 

approximately 74.75 percent over the adjusted and annualized test year revenues. 

WHY IS THE COMPANY FILING FOR RATE INCREASES AT THIS 

TIME? 

The circumstances surrounding RRU’s filing of its Application at this time arc 

fully discussed in the contemporaneously filed prepared Direct Testimony oi 

MU’S General Manager, Mark Weinberg. 
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111. 

Q9. 

A9. 

RRU’S WATER DIVISION 

A. 

MR. BOURASSA, LET’S TURN TO THE COMPANY’S WATER 

DIVISION SCHEDULES. PLEASE DESCRIBE THE SCHEDULES 

LABELED AS A, E, AND F. 

The A-1 Schedule is a summary of the Water Division rate base, operating income, 

current operating margin, required operating margin, operating income deficiency, 

and the increase in gross revenue. A 9.5 percent return on FVRB is requested. 

The increase in the revenue requirement is $14,480. Revenues at present and 

proposed and customer classifications are also shown on this schedule. 

Summary of A. E and F Schedules. 

The A-2 Schedule is a summary of results of operations for the test year, 

prior years, and a projected year at present rates and proposed rates. 

Schedule A-3 is not required for Class C utilities and is not included. 

Schedule A-4 contains the plant construction, and plant-in-service for the 

test year and prior years. The projected plant additions are also shown on this 

schedule. 

Schedule A-5 is not required for Class C utilities and is not included. 

The E Schedules are based on the Company’s actual operating results, as 

reported by the Company in annual reports filed with the Commission. The E-1 

Schedule contains the comparative balance sheet data for the years 2011, 2012, 

and 20 13 ended on December 3 1. 

Schedule E-2, page 1, contains the income statement for the years 201 1, 

2012, and 2013 ended on December 31. 

Schedule E-3 is not required for Class C utilities and is not included. 

Schedule E-4 is not required for Class C utilities and is not included. 

Schedule E-5 contains the Company’s plant-in-service at the end of the tesi 
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year, and one year prior to the end of the test year. 

Schedule E-7 contains operating statistics for the years ended 201 1, 2012, 

and 20 13 ended on December 3 1. 

Schedule E-8 contains the taxes charged to operations. 

The accountant’s notes to the financial statements and the financial 

assumptions used in preparing the rate filing schedules are shown on Scheduler 

E-9 and F-4, respectively, in accordance with the Commission’s standard filing 

requirements. The Company does not prepare audited financial statements. 

Schedule F-l contains the results of operations at the present rates (actua 

and adjusted), and at proposed rates. 

Schedule F-2 is not required for Class C utilities and is not included. 

Schedule F-3 shows the Company’s projected construction requirements f o ~  

2014. 

Schedule F-4 contains the assumptions used in developing the adjustment: 

and projections contained in the rate filing. 

B. Rate Base (B Schedules). 

Q l O .  WOULD YOU EXPLAIN THE RATE BASE SCHEDULES, WHICH ARI 

LABELED AS THE B SCHEDULES? 

A10. Yes. I will start with Schedule B-5, which is the working capital allowance. 

used the “formula method” of computing the working capital allowance to reducc 

costs. However, the Company is not requesting a working capital allowance fo 

either division. 

Q11. WHY DIDN’T THE COMPANY PREPARE A LEAD-LAG STUDY ANI 

USE THE RESULTS OF THAT STUDY TO COMPUTE CASH WORKIN( 

CAPITAL? 
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A1 1 .  Because the costs to prepare a lead-lag study outweigh the benefits of such a study 

in this instance. 

Ql2. THANK YOU. PLEASE CONTINUE. 

A12. The Company did not file Schedules B-3 and B-4. To limit issues in dispute and 

reduce rate case expense, RRU is requesting that its original cost rate base 

(“OCRB”) be used as its FVRB for its Water Division. 

Q13. HAVE YOU PREPARED SCHEDULES SHOWING ADJUSTMENTS TO 

THE WATER DIVISION’S ORIGINAL COST RATE BASE? 

A13. Yes. Schedule B-2 shows adjustments to the Water Division‘s OCRB cost rate 

base proposed by the Company. Schedule B-2, pages 2 through 6 ,  provide the 

supporting information. These adjustments are, in summary: 

B-2 adjustment number 1, as shown on Schedule B-2, page 2, adjusts plant- 

There are three plant-in-service (“PIS”) adjustments included in 

These are shown on Schedule B-2, page 3, and are labeled as 

in-service. 

Adjustment 1. 

adjustments “A”, “B”, and “C”. 

Adjustment A of B-2 adjustment number 1 adjusts PIS to remove plant 

which currently is not used and useful (Verano division franchise costs). 

Adjustment B of B-2 adjustment number 1 adjusts PIS to reflect the 

Company’s estimate of current ‘‘excess’’ capacity. The Company’s current 

“excess” capacity was determined by estimating the use and useful capacity of its 

water treatment plant and storage plant at the end of a projected 5-year period and 

assuming growth during this period would be 400 additional customers. Estimates 

of used capacity at the end of the projected 5 year period were prepared by 

Westland Resources, Inc. 

Adjustment C of B-2 adjustment number 1 reflects the adjustments to PIS 
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Q14. 

A14. 

Q15. 

A15. 

that are necessary to reconcile the recorded plant balances to the reconstructed 

plant balances. 

PLEASE CONTINUE. 

Adjustment 2 shown on Schedule B-2, page 2, adjusts accumulated depreciation 

(“AD”). The details of the accumulated depreciation adjustment are shown at 

Schedule B-2, page 4. There are two plant-in-service adjustments included in 

Adjustment 2. These are shown on Schedule B-2, page 4, and are labeled as 

adjustments “A” and “B”. 

Adjustment A of B-2 adjustment number 2 removes accumulated 

depreciation related to the plant amounts removed as current “excess” capacity in 

Adjustment B of B-2 adjustment number 1. 

Adjustment B of B-2 adjustment number 2 reflects the adjustments to A/D 

that are necessary to reconcile the recorded depreciation to the reconstructed 

balance. 

DO THE PLANT IN SERVICE AND ACCUMULATED DEPRECIATION 

BALANCES SHOWN ON B-2 REFLECT THE LAST COMMISSION RATE 

ORDER? 

Yes. This is the first rate case for M U  since it was granted its Certificate of 

Convenience and Necessity (“CC&N”) in 2004.’ The reconstruction of the A/D 

balance through the end of 2013 computes the A/D balance based on the recorded 

activity (additions and retirements) in the intervening years since the Company 

began operations. A half-year convention was used along with the authorized 

depreciation rates from the CC&N decision. Since the Company incorrectly used a 

5 percent composite rate for depreciation and the authorized depreciation rates are 

’ ACC Decision 67409, November 2,2004. 
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generally lower, there is a significant adjustment to the A/D balance. 

Q16. PLEASE CONTINUE. 

A16. Adjustment 3 shown on Schedule B-2, page 5, adjusts the accumulated 

amortization balance of contributions-in-aid of construction (“CIAC”) to the 

recomputed amount reflecting the annual composite depreciation rate for plant-in- 

service. 

Finally, Adjustment 4 shown on B-2, page 2, removes advances-in-aid of 

construction (“AIAC”) that are funding plant held for future use and thus not used 

and useful (Verano division PIS). 

Q17. HOW WAS THE PROPOSED “FAIR VALUE” RATE BASE SHOWN ON 

A-1 DETERMINED? 

A17. As previously stated, the FVRB shown on Schedule A-1 is based on OCRB, with 

no adjustment for the current values of the Company’s plant and property. 

A. INCOME STATEMENT (C SCHEDULES) 

QlS. PLEASE EXPLAIN THE ADJUSTMENTS YOU ARE PROPOSING TO 

THE WATER DIVISION INCOME STATEMENT AS SHOWN ON 

SCHEDULES C-1 AND C-2. 

A18. The following is a summary of adjustments shown on Schedule C-1: 

Adjustment 1 annualizes depreciation expense. The proposed depreciation 

rate for each component of utility plant is shown on Schedule C-2, page 2. The 

depreciation rates approved in the Water Division’s 2004 CC&N case were 

account specific. The Company proposes to continue to use the currently 

authorized account specific rates on a going forward basis. 

Q19. THE WATER DIVISION’S ADJUSTED DEPRECIATION EXPENSE IS 

CONSIDERABLY LOWER THAN THE TEST YEAR. PLEASE EXPLAIN. 
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A19. 

Q20. 

A20. 

q21. 

A21. 

Q22. 

A22. 

Q23. 

A23. 

There are two reasons. First, as mentioned earlier the Company used a 5 percent 

composite rate for depreciation. The authorized depreciation rates are generally 

lower resulting in a lower level of depreciation expense. Second, the proposed 

depreciation expense does not include depreciation on currently “excess” capacity 

PIS. 

HOW MUCH LOWER IS THE DEPRECIATION EXPENSE FROM NOT 

RECOGNIZING CURRENT “EXCESS” CAPACITY? 

Ahout $36,000 annually. 

IS THE COMPANY REQUESTING AN ACCOUNTING ORDER TO 

DEFER THIS EXPENSE FOR CONSIDERATION IN A FUTURE RATE 

CASE? 

Yes. 

WOULD THIS HELP TO KEEP THE COMPANY FINANCIALLY 

STABLE? 

Yes. Since the depreciation expense from current “excess” capacity would not be 

recovered in revenues, deferral will help to minimize annual loses, and reduce 

erosion of the company’s equity balance, thus leading to greater financial stability. 

Adjustment 2 increases the property taxes based on proposed revenues. 

The details of the computation are shown on Schedule C-2, page 3. 

HOW DID YOU COMPUTE THE PROPERTY TAXES AT THE 

CURRENT AND PROPOSED RATES? 

I employed a modified version of the Arizona Department of Revenue (“ADOR” 

or “the Department”) Centrally Valued Properties method for determining property 

taxes. The ADOR method uses twice the average of the prior three years of 

historical revenue, plus an addition for CWIP and a deduction for the hook value 
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of transportation equipment, in the determination of the full cash value. The 

modified method determines full cash value by using twice the adjusted test year 

revenues rather than the prior three years of historical revenue. For determining 

the property tax expense at proposed revenues, I used two times the 3 year 

average, consisting of two years of adjusted test year revenues plus one year of 

proposed revenues. The change to property taxes at proposed revenues is reflected 

in the gross revenue conversion factor shown on the A-1 Schedule. For both of the 

computations of property tax expense I used an assessed value equal to 18.0 

percent of full cash value (the current assessment rate), which was then multiplied 

by the property tax rate to determine the property tax expense. 

Q24. IS THIS CONSISTENT WITH PRIOR COMMISSION DECISIONS? 

A24. Yes. See e.g., Chaparral City Water Company, Decision No. 68176 at 13, Rio 

Rico Utilities, Decision No. 67279 at 8; Arizona Water Company, Decision No. 

64282 at 12-13; Bella Vista Water Company, Decision No. 65350 at 16; Arizona- 

American Water Company, Decision No. 67093 at 9-10; Black Mountain Sewer 

Company, Decision 69164 at 10-11. 

Q25. IS THIS SYNCHRONIZATION OF PROPERTY TAX EXPENSE WITH 

REVENUES PROPER RATE MAKING? 

A25. Yes. Like income taxes, property taxes must be adjusted to ensure that the new 

rates are sufficient to produce the authorized revenue requirement. For this reason, 

the Commission has repeatedly approved the use of proposed revenues to 

determine an appropriate level of property tax expense to be recovered through 

rates. 

Q26. THE ASSESSMENT RATIO FOR 2013 WAS 19.5 PERCENT. WHY ARE 

YOU USING 18.0 PERCENT? 

10 
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A26. 

Q27. 

A27. 

QZS. 

A28. 

Q30. 

A30. 

The assessment ratio after 2015 will be 18.0 percent.* The selection of the 2015 

rate is to reflect rates which will be in effect when the new rates in the instant case 

are in effect. 

DO YOU HAVE ANY CONCERNS ABOUT USING AN ASSESSMENT 

RATIO THAT FAR OUT INTO THE FUTURE? 

Yes. While the assessment ratio is scheduled to be reduced, the property tax rate 

may go up. Since we are using a 2014 property tax rate without adjustment, the 

Company conceivably might under recover property taxes in the future. 

THANK YOU. PLEASE CONTINUE WITH YOUR DESCFUPTION OF 

THE INCOME STATEMENT ADJUSTMENTS. 

Adjustment 3 shows the rate case expense estimated by the Company. The 

Company currently estimates rate case expense for the Water Division of $25,000. 

The Company proposes that rate case expense be recovered over five years 

because it believes a five-year cycle for future rate cases is reasonable given (i) 

this utility’s present circumstances and (ii) my professional experience. 

PLEASE EXPLAIN WHY YOU REFER TO THIS AMOUNT AS AN 

“ESTIMATE”? 

Because I can’t predict the future, I can only make some “educated” guesses based 

on my experience. The specifics of who may intervene, what unique issues may 

come into dispute, what kind of procedural problems we will encounter, etc. I 

cannot predict with certainty. I know rate cases are lengthy and expensive, but I 

still have to start with an estimate. If things turn out more complicated than 

anticipated, the Company will modify its request to account for that increased 

expense. Conversely, if the case proceeds smoothly and timely, and rate case 

Arizona Revised States 42-1 5001. 

11 



1 

2 

3 

4 

5 

6 

I 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

431. 

A31. 

Q32. 

A32. 

expense is lower than expected, we would make an appropriate adjustment 

downward. 

PLEASE CONTINUE WITH YOUR DISCUSSION OF THE INCOME 

STATEMENT ADJUSTMENT? 

Adjustment 4 increases revenues for 400 additional customers that are projected 

over the next five years. This adjustment also reflects the expected increase in 

purchased power expense based on the additional gallons sold for 400 additional 

customers. 

IS INCOPORATING ADDITIONAL REVNUES FOR 400 CUSTOMERS 

EXPECTED OVER THE NEXT 5 YEARS A TYPICAL ADJUSTMENT? 

No. This is not a known and measurable adjustment to the test year and would not 

be appropriate under normal circumstances. However, based upon the fact that the 

Company’s service territory failed to develop as quickly as expected, due to (i) the 

change in the developer of Red Rock Village and (ii) the 2008 financial crisis and 

subsequent recession, as discussed by Mr. Weinberg, the Company recognizes that 

it’s plant investment may be disproportionate to the current customer levels. It is 

therefore proposing this adjustment to help to mitigate the rate impact on current 

ratepayers as well as help to keep the utility rates in its service territory at levels 

which may help to encourage future growth in the area. In that regard, the 

Company’s proposed adjustment is not intended to set any ratemaking precedent 

for this or any other Company regulated by the Commission. 

Adjustment 5 reduces revenues for accrued revenues recorded during the 

test year. The revenue accruals are eliminated from the test year since the as- 

adjusted revenue reflected in the actual billings for the test year and used in the 

determination of the revenue deficiency includes all water priced and billed. If 
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these amounts are not removed, revenues would be overstated in the revenue- 

deficiency calculation. 

Q33. IS THE COMPANY REQUESTING RECOVERY OF INCOME TAXES? 

A33. No. The Company is attempting to minimize the rate impacts in the instant case 

and is voluntarily electing not to recover income taxes. The Company’s election to 

forego income tax recovery also is not intended to set any precedent for this or any 

other Company regulated by the Commission. 

B. Cost of Capital (D Schedulesl 

Q34. PLEASE SUMMARIZE THE COMPANY’S PROPOSED COST OF 

CAPITAL. 

A 3 4  RRU is requesting a return on common equity of 9.5 percent. M U ’ S  capital 

structure consists of 100 percent equity and 0 percent debt. Thus, the weighted 

average cost of capital (“WACC”) is 9.5 percent based upon the aforementioned 

capital structure and cost of equity. 

Q35. WHAT IS THE BASIS FOR RRU’S PROPOSED COST OF EQUITY OF 9.5 

PERCENT? 

A35. The Company did not prepare a cost of capital analysis in order to help minimize 

rate case expense. That said, the Company’s cost of equity recommendation of 9.5 

percent is based upon cost of equity adopted in two recent cases (Chaparral City 

Water Company, Decision 74568, June 20, 2014 (9.6%) and Lago Del Oro Water 

Company, Decision 74564, June 20, 2014 (9.7%). The 9.5 percent 

recommendation is to hrther mitigate the rate relief in the instant case. It is lower 

than the cost of equity adopted in those cases I just mentioned, and is conservative 

considering RRU’s relatively small size as well as the risks it faces with the 

proposal to recognize for ratemaking purposes revenues from expected customer 

13 



growth over the next 5 years. 

C. Rate Desien (H Schedules). 

Q36. WHAT ARE THE COMPANY’S 

SERVICE? 

A36. The Company’s present rates are: 

MONTHLY SERVICE CHARGES 

5/8” x 314” meters 

3/4” Meters 

1” Meters 

1 1 /2” Meters 

2” Meters 

3” Meters 

4” Meters 

6” Meters 

PRESENT RATES FOR WATER 

$ 25.00 

$ 37.50 

$ 62.50 

$ 125.00 

$ 200.00 

$ 375.00 

$ 625.00 

$1,250.00 

Gallons in minimum (all classes) 0 

COMMODITY RATES (per 1.000 gallons) 

All Classes (except Irrigation) 

5/8x3/4 Inch 

1 Gallons to 5,000 Gallons 

5,001 to 10,000 Gallons 

Over 10,000 Gallons 

3/4 Inch and Larger 

14 

$2.40 

$3.15 

$3.90 
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1 Gallons to 5,000 Gallons 

Over 5,000 Gallons 

$3.15 

$3.90 

Irrigation 

All meter sizes 

1 Gallons to 20,000 gallons $3.15 

Over 20,000 gallons $3.90 

StandpipeBulk 

All Gallons $3.90 

Q33. WHAT ARE THE COMPANY’S PROPOSED RATES FOR WATER 

SERVICE? 

433. The Company’s proposed rates are: 

MONTHLY SERVICE CHARGES 

518” x 314” meters $ 25.00 

314” Meters $ 37.50 

1” Meters $ 62.50 

$ 125.00 1 112”Meters 

2” Meters $ 200.00 

3” Meters $ 375.00 

$ 625.00 4” Meters 

6” Meters $1,250.00 

Gallons in minimum (all classes) 0 

COMMODITY RATES (per 1.000 gallons) 

All Classes (except Irrigation) 
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5/8x3/4 Inch 

1 Gallons to 5,000 Gallons 

5,001 to 10,000 Gallons 

Over 10,000 Gallons 

3/4 Inch and Larger 

1 Gallons to 5,000 Gallons 

Over 5,000 Gallons 

Irrigation 

All meter sizes 

1 Gallons to 20,000 gallons 

Over 20,000 gallons 

StandpiueBulk 

All Gallons 

$2.50 

$3.40 

$4.25 

$3.40 

$4.25 

$3.40 

$4.25 

$4.25 

Q37. WHAT METER SIZE ARE THE MAJORITY OF CUSTOMERS ON ANI: 

WHAT WAS THE AVERAGE MONTHLY BILL DURING THE TESl 

YEAR? 

A37. The largest customer class is the 5/8x3/4 inch residential class making up over 91 

percent of customers. As shown on Schedule H-2, page 1, the average month11 

bill under present rates for a 5/8x3/4 inch residential customer using an averagc 

5,155 gallons is $37.49. 

QSS. WHAT WILL BE THE AVERAGE 5/8X3/4 INCH RESIDENTIAI 

CUSTOMER AVERAGE MONTHLY BILL UNDER THE NEW RATES? 

A38. As shown on Schedule H-2, page 1, the average monthly bill under proposed rate 

for a 5/8x3/4 inch residential customer using an average 5,155 gallons is $38.03 - 

16 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

Q39. 

A39. 

440. 

A40. 

Q41. 

A41. 

JV. 

Q42. 

A42. 

$0.54 increase over the present monthly bill or a 1.44 percent increase. 

WHY IS THE COMPANY PROPOSING THE SAME RATE DESIGN AS 

THE CURENT RATE DESIGN? 

Because the Company does not believe a change in the current rate design is 

necessary at this time. The current rate design is an inverted tier rate design and is 

conservation oriented. The smaller residential meters (5/8”x3/4” and W’) are on 

an inverted three tier rate design and all other meter sizes are on an inverted two 

tier design. 

1. Other Tariff Changes. 

IS THE COMPANY PROPOSING ANY CHANGES TO ITS 

MISCELLANEOUS CHARGES? 

No. 

IS THE COMPANY PROPOSING ANY CHANGES TO ITS SERVICE 

LINE AND METER INSTALLATION CHARGES? 

No. 

WASTEWATER DIVISION 

A. 

MR. BOURASSA, LET’S TU-W TO THE COMPANY’S WASTEWATER 

DIVISION SCHEDULES. PLEASE DESCRIBE THE SCHEDULES 

LABELED AS A, E, AND F. 

The A-1 Schedule is a summary of the Wastewater Division rate base, operating 

income, current operating margin, required operating margin, operating incorn< 

deficiency, and the increase in gross revenue. A 9.5 percent return on FVRB is 

SUMMARY OF A, E AND F SCHEDULES 
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requested. The increase in the revenue requirement i s  $356,955. Revenues at 

present and proposed and customer classifications are also shown on this schedule. 

The A-2 Schedule is a summary of results of operations for the test year, 

prior years, and a projected year at present rates and proposed rates. 

Schedule A-3 is not required for Class C utilities and is not included. 

Schedule A-4 contains the plant construction, and plant in service for the 

test year and prior years. The projected plant additions are also shown on this 

schedule. 

Schedule A-5 is not required for Class C utilities and is not included. 

The E Schedules are based on the Company’s actual operating results, as 

reported by the Company in annual reports filed with the Commission. The E-1 

Schedule contains the comparative balance sheet data the years 201 1, 2012, and 

20 13 ending on December 3 1. 

Schedule E-2, page 1, contains the income statement for the years 201 1, 

2012, and 2013 ending on December31. 

Schedule E-3 is not required for Class C utilities and is not included. 

Schedule E-4 is not required for Class C utilities and is not included. 

Schedule E-5 contains the Company’s plant in service at the end of the test 

year, and one year prior to the end of the test year. 

Schedule E-7 contains operating statistics for the years ended 2011, 2012, 

and 201 3 ending on December 3 1. 

Schedule E-8 contains the taxes charged to operations. 

The accountant’s notes to the financial statements and the fmancial 

assumptions used in preparing the rate filing schedules are shown on Schedules 

E-9 and F-4, respectively, in accordance with the Commission’s standard filing 
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443. 

A43. 

Q44. 

A44. 

requirements. The Company does not prepare audited financial statements. 

Schedule F-1 contains the results of operations at the present rates (actual 

and adjusted), and at proposed rates. 

Schedule F-2 is not required for Class C utilities and is not included. 

Schedule F-3 shows the Company’s projected construction requirements for 

20 14. 

Schedule F-4 contains the assumptions used in developing the adjustments 

and projections contained in the rate filing. 

6. RATE BASE (B SCHEDULES) 

WOULD YOU EXPLAIN THE RATE BASE SCHEDULES, WHICH ARE 

LABELED AS THE B SCHEDULES? 

Yes. I will start with Schedule B-5, which is the working capital allowance. My 

rationale for not doing a leadlag study, and the reasons for my recommendation of 

zero working capital are explained above (on pages 5-6) with respect to the Water 

Division, and are applicable to the Wastewater Division as well. 

HAVE YOU PREPARED SCHEDULES SHOWING ADJUSTMENTS TO 

THE WASTEWATER DIVISION’S ORIGINAL COST RATE BASE? 

Yes. Schedule B-2 shows adjustments to the Wastewater Division’s OCRB cost 

rate base proposed by the Company. Schedule B-2, pages 2 through 6, provide the 

supporting information. These adjustments are, in summary: 

E-2 adjustment number 1, as shown on Schedule B-2, page 2, adjusts plant- 

in-service. There are two plant-in-service (“PIS”) adjustments included in 

Adjustment 1. These are shown on Schedule B-2, page 3, and are labeled as 

adjustments “A”, “B”, and “C”. 

Adjustment A of B-2 adjustment number 1 adjusts PIS to reflect the 
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Company’s estimate of current “excess” capacity. The Company’s current 

“excess” capacity was determined by estimating the use and useful capacity of its 

wastewater treatment plant at the end of a projected 5-year period and assuming 

growth during this period would be 400 additional customers. Estimates of used 

capacity at the end of the projected 5 year period were prepared by Westland 

Resources, Inc. 

Adjustment B of B-2 adjustment number 1 reflects the adjustments to PIS 

that are necessary to reconcile the recorded plant balances to the reconstructed 

plant balances. 

445. PLEASE CONTINUE. 

A45. Adjustment 2 shown on Schedule B-2, page 2, adjusts accumulated depreciation 

( “Am) .  The details of the accumulated depreciation adjustment are shown a1 

Schedule B-2, page 4. There are two plant-in-service adjustments included in 

Adjustment 2. These are shown on Schedule B-2, page 4, and are labeled as 

adjustments “A” and “B”. 

Adjustment A of B-2 adjustment number 2 removes accumulated 

depreciation related to the plant amounts removed for current “excess” capacity in 

Adjustment A of B-2 adjustment number 1. 

Adjustment B of B-2 adjustment number 2 reflects the adjustments to AID 

that are necessary to reconcile the recorded depreciation to the reconstructed 

balance. 

Q46. DO THE PLANT IN SERVICE AND ACCUMULATED DEPRECIATION 

BALANCES SHOWN ON B-2 REFLECT THE LAST COMMISSION RATE 

ORDER? 

Yes. This is the first rate case for RRU since it was granted its Certificate of A46. 
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Q47. 

A47. 

Q48. 

A48. 

Q49. 

A49. 

Convenience and Necessity (“CC&N”) in 2004.3 The reconstruction of the AID 

balance through the end of 2013 computes the A D  balance based on the recorded 

activity (additions and retirements) in the intervening years since the Company 

began operations. A half-year convention was used along with the authorized 

depreciation rates from the CC&N decision. Since the Company incorrectly used a 

5 percent composite rate for depreciation, and the authorized depreciation rates are 

generally lower, there is a significant adjustment to the AID balance. 

PLEASE CONTINUE. 

Adjustment 3 shown on Schedule B-2, page 5 ,  adjusts the accumulated 

amortization balance of contributions-in-aid of construction (“CIAC”) to the 

recomputed amount reflecting the annual composite depreciation rate for plant-in- 

service. 

HOW WAS THE PROPOSED “FAIR VALUE” RATE BASE SHOWN ON 

A-1 DETERMINED? 

As previously stated, the FVRB shown on Schedule A-1 is based on OCRB, with 

no adjustment for the current values of the Company’s plant and property. 

C. INCOME STATEMENT (C SCHEDULES) 

PLEASE EXPLAIN THE ADJUSTMENTS YOU ARE PROPOSING TO 

THE WASTEWATER DIVISION INCOME STATEMENT AS SHOWN ON 

SCHEDULES C-1 AND C-2. 

The following is a summary of adjustments shown on Schedule C-1: 

Adjustment 1 annualizes depreciation expense. The proposed depreciation 

rate for each component of utility plant is shown on Schedule C-2, page 2. The 

depreciation rates approved in the Wastewater Division’s 2004 CC&N case were 

ACC Decision 67409, November 2,2004. 
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account specific rates. The Company proposes to continue to use account specific 

rates on a going forward basis. 

Q50. THE WASTEWATER DIVISION’S ADJUSTED DEPRECIATION 

EXPENSE IS CONSIDERABLY LOWER THAN THE TEST YEAR. 

PLEASE EXPLAIN. 

A50. There are two reasons. First, as mentioned earlier, the Company used a 5 percent 

composite rate for depreciation. The authorized depreciation rates are generally 

lower resulting in a lower level of depreciation expense. Second, the proposed 

depreciation expense does not include depreciation on current “excess” capacity 

PIS. 

Q5l. IS THE COMPANY REQUESTING AN ACCOUNTING ORDER TO 

DEFER THIS EXPENSE FOR CONSIDERATION IN A FUTURE RATE 

CASE? 

A51. Yes. 

Q52. HOW MUCH LOWER IS THE DEPRECIATION EXPENSE FROM THE 

NOT RECOGNIZING EXCESS CAPACITY? 

A52. About $189,000 annually. 

Q53. WOULD THIS HELP TO KEEP THE COMPANY FINANCIALLY 

STABLE? 

A53. Yes. Since the depreciation expense from excess capacity would not be recovered 

in revenues in this case, deferral will help to minimize annual loses, and reduce 

erosion of the company’s equity balance, thus leading to greater fmancial stability. 

Q55. THANK YOU. PLEASE CONTINUE. 

A55. Adjustment 2 increases the property taxes based on proposed revenues. 

details of the conlputation are shown on Schedule C-2, page 3. 

The 

I discussed the 
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Q56. 

A56. 

Q57. 

A57. 

Q58. 

A58. 

property tax computation earlier in my testimony at pages 9 and 10. 

Adjustment 3 shows the rate case expense estimated by the Company. The 

Company currently estimates rate case expense for the Wastewater Division of 

$25,000 The Company proposes that rate case expense be recovered over five 

years because it believes a five-year cycle for future rate cases is reasonable given 

this utility’s circumstances. While the Company’s last rate case was twelve years 

ago, the Company intends to file cases on a more regular basis. 

WHY DO YOU BELIEVE THIS IS A REASONABLE ESTIMATE OF 

RATE CASE FOR THIS RATE CASE? 

I discussed the basis of the estimate for rate case expense earlier in my testimony 

at pages 11-12. 

PLEASE CONTINUE WITH YOUR DISCUSSION OF THE INCOME 

STATEMENT ADJUSTMENTS? 

Adjustment 4 increases revenues for 400 additional customers that are expected 

over the next five years. This adjustment also reflects the expected increase in 

purchased power expense based on the additional gallons sold for 400 additional 

customers. 

IS INCORPORATING ADDITIONAL REVENUES FOR 400 CUSTOMERS 

EXPECTED OVER THE NEXT 5 YEARS A TYPICAL ADJUSTMENT? 

No. This is not a known and measurable adjustment to the test year and would no1 

be appropriate under normal circumstances. However, based upon the fact that the 

Company’s service territory failed to develop as quickly as expected, due to (i) thc 

change in the developer of Red Rock Village and (ii) the 2008 financial crisis anc 

subsequent recession, as discussed by Mr. Weinberg, the Company recognizes tha1 

it’s plant investment may be disproportionate to the current customer levels. It i: 
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therefore proposing this adjustment to help to mitigate the rate impact on current 

ratepayers as well as help to keep the utility rates in its service territory at levels 

which may help to encourage future growth in the area. In that regard, the 

Company’s proposed adjustment is not intended to set any ratemaking precedent 

for this or any other Company regulated by the Commission. 

Q59. IS THE COMPANY REQUESTING RECOVERY OF INCOME TAXES? 

A59. No. I discussed the reasons why earlier at page 13. 

D. Cost of Capital (D Schedules). 

Q60. PLEASE SUMMARIZE THE COMPANY’S PROPOSED COST OF 

CAPITAL. 

A60. As previously indicated, RRU is requesting a return on common equity of 9.5 

percent. mu’s capital structure consists of 100 percent equity and 0 percent debt. 

The weighted average cost of capital (“WACC”) is 9.5 percent based upon the 

aforementioned capital structure and cost of equity. I have previously discussed 

the rationale for the 9.5 percent recommendation at page 13. 

E. Rate Design (H Schedules). 

Q61. WHAT ARE THE COMPANY’S PRESENT RATES FOR WASTEWATER 

SERVICE? 

A61. The Company’s present rates are: 

M O N T m Y  SERVICE CHARGES 

5/8” x 3/4” meters $ 39.50 

3/4” Meters $ 59.25 

I” Meters $ 98.75 
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1 1/2” Meters 

2” Meters 

3” meters 

4” Meters 

6” Meter 

Effluent Sales 

Commodity Rate (per 1,000 gallons) 

Commodity Rate (per acre foot) 

Q62. WHAT ARE THE COMPANY’S 

WASTEWATER SERVICE? 

A62. The Company’s proposed rates are: 

MONTHLY SERVICE CHARGES 

5/8” x 3/4” meters 

3/4” Meters 

1” Meters 

1 1/2” Meters 

2” Meters 

3” meters 

4” Meters 

6” Meter 

Effluent Sales 

Commodity Rate (per 1,000 gallons) 

25 

$ 197.50 

$ 316.00 

$ 592.50 

$ 987.50 

$1,975.00 

$0.92 

$300.00 

PROPOSED RATES FOR 

$ 69.80 

$ 104.69 

$ 174.49 

$ 348.98 

$ 558.37 

$1,116.74 

$1,744.9 1 

$3,489.83 

$0.92 
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Commodity Rate (per acre foot) $300.00 

Q63. WHAT IS THE IMPACT ON A 5/8X3/4 INCH RESIDENTIAL 

CUSTOMER? 

A63. The current monthly charge for a 5/8x34/ inch metered customer is $39.50. 

Under the Company’s proposed rates the monthly charge for a 5/8x3/4 inch 

metered customer is $69.80, an increase of $30.03 or 76.70 percent. 

Q64. IS THE COMPANY PROPOSING TO PHASE IN THE WASTEWATER 

RATE INCREASE? 

A64. Yes. The Company is proposing to phase in the rate increase evenly over 5 years 

with no collection of the time value of money. Phasing in the $30.30 increase 

evenly over 5-years means the Company will increase the monthly charge by $6.06 

per year. In Exhibit TJB-RB-DT-2, the Company has set forth the rates for each 

year of the 5-year phase-in period. 

Q65. HAS THE COMPANY EXPLORED ALTERNATIVE RATES FOR THE 

WASTEWATER DIVISION AS ORDERED BY THE COMMISSION IN 

DECISION 67409? 

A65. Yes. In the CC&N decision (67409), the Commission ordered the Company to 

present information on: 1) whether wastewater rates based on water consumption 

encourage water conservation; 2) whether higher bills for those who use the 

system more is a fairer way to collect revenue; and, 3) what tiered wastewater rates 

based on water consumption would look like compared to a flat rate design. 

With respect to the first question posed by the Commission, a theoretical 

argument can be made that if a customer pays more for wastewater service due to 

high water usage, there may be in incentive to conserve water. However, the 

Company has not found any studies which actually analyzed whether there is a 
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nexus between wastewater rates and water conservation, and it cannot 

independently confirm that higher wastewater bills lead to water conservation. 

Further, because high water usage does not necessarily translate to higher flows 

into the wastewater system, charging a customer more for a higher water usage 

could be considered unfair. Finally, it should be noted that there is a risk that 

conservation in water consumption, as a result of high wastewater rates, could 

result in increased both water and wastewater revenue instability. In that event, the 

Company would not recover its authorized revenue requirement. 

The question of fairness leads to the second question posed by the 

Commission. Higher bills for those who use the system more is arguably a fairer 

way to collect revenue. However, the problem is identifying those customers who 

actually place greater demands on the wastewater system (use the system more). 

Total water usage alone is not necessarily a good measure of the demands a 

customer places on the wastewater system, because not all water used by a 

customer necessarily makes its way into the wastewater system. Most of the water 

used indoors (such as for bathing, cooking, clothes washing, and toilets) makes its 

way into the wastewater system, and contributes to wastewater treatment costs. 

But, water used outdoors (such as for landscaping, washing cars, cleaning 

driveways and patios, evaporative coolers, and pools) does not make its way into 

the wastewater system, and therefore does not contribute to water treatment costs. 

Indoor water use is therefore generally speaking the primary source of' customer 

wastewater flows into the system, but it is not metered separately. For these 

reasons, the company believes it would be unfair to charge for wastewater service 

based upon total water usage. 

Since total water usage is not a good measure of the demands a customer 
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places on the wastewater system, the Company would have to use other metrics, 

such as (i) the number of persons in a household and (ii) an assumed standard flow 

per person per day to determine the wastewater flows. The Company could then 

charge more for customers with assumed higher wastewater flows (i.e. more 

persons in household means more potential wastewater flows). One way to 

accomplish this would be to use standard flow rates based on a recognized 

authority, if such an authority exists. Some might view this as unfair, however, 

because the standards might not be applicable for all households. In addition, there 

might be different standards based on the type of customer (single-family, multi- 

family, office, warehouse, restaurant, etc.). The Company has not explored this 

alternative. 

Finally, in response to the third question posed by the Commission, the 

Company has prepared a tiered wastewater rate design, which is included as 

Exhibit TJB-RE%-DT-3. However, the Company does not support a rate design 

based upon water usage, including the design included in the exhibit, for the 

reasons discussed above. 

1. Other Tariff Changes. 

Q66. IS THE COMPANY PROPOSING ANY CHANGES TO ITS 

MISCELLANEOUS CHARGES FOR THE WASTEWATER DIVISION? 

A66. No. 

Q67. DOES THAT CONCLUDE YOUR DIRECT TESTKMONY? 

A67. Yes, 

28 



Red Rock Utilities, LLC 
Docket No: WS-04245A-14-- 

THOMAS J. BOURASSA 
DIRECT TESTIMONY 

August 4,2014 

EXHIBIT TJB-RB-DT-1 



RESUME OF THOMAS J. BOURASSA, CPA 

EDUCATIONAL BACKGROUND 

B.S. Northern Arizona University Chemistry/Accounting (1980) 
M.B.A. University of Phoenix with Emphasis in Finance (1991) 
C.P.A. State of Arizona (1995) 
Continuing Professional Education -In areas of tax, accounting, management, 
economics, finance, business valuation, consulting, and ethics (80 hrs every two years) 

MEMBERSHIPS 
Arizona Society of CPAs 
Water Utilities Association of Arizona 
American Water Works Association 
Society of Regulatory Financial Analysts 

EMPLOYMENT EXPERIENCE 

1995 -Present CPA - Self Employed 
Consultant to utilities on regulatory matters including all aspects of 
rate applications (rate base, income statement, cost of capital, cost 
of service, and rate design), rate reviews, certificates of 
convenience and necessity (CC&N), CC&N extensions, financing 
applications, accounting order applications, and off-site facilities 
hook-up fee applications. Provide expert testimony as required. 

Consult on various aspects of business, financial and accounting 
matters including best business practices, generally accepted 
accounting principles, generally accepted ratemaking principles, 
project analysis, cash flow analysis, regulatory treatment of certain 
expenditures and investments, business valuations, and rate 
reviews. 

1992-1 995 

1989- 1992 

1985-1989 

1982- 1985 

Litigation support services. 

Employed by High-Tech Institute, Phoenix, Arizona as Controller 
and C.F.O. 

Employed by Alta Technical School, a division of University of 
Phoenix as Division Controller. 

Employed by M.L.R. Builders, Tampa and Pensacola, Florida as 
Operations/Accounting Manager 

Employed by and part owner in Area Sand and Clay Company, 
Pensacola, Florida. 
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198 1- 1982 Employed by Purdue University, West Lafayette, lndiana as 
Teaching Assistant. 
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SUMMARY OF REGULATORY WORK EXPERIENCE AS SELF EMPLOYED 
CONSULTANT 

COMPANYKLIENT 
Anchorage Municipal Light & Power 
Regulatory Commission of Alaska 
Docket No. TA-332-121 

Liberty Utilities (Pine Bluff) Inc. 
Arkansas Public Service Commission 
Docket No. 14-020-U 

Abra Water Company 
ACC Docket No. W-01782A-14-0084 

EPCOR Water Arizona, Inc. 
ACC Docket No. W-O1303A-14-0010 

Liberty Utilities (Midstates Natural Gas), 
Inc. 
Missouri Public Service Commission 
Case No. GR-2014-0152 

Hydro Resources, LLC. 
ACC Docket No. W-20770A-13-0313 

Little Park Water Company 
ACC Docket No. W-02192A-13-0336 

Utility Source, LLC. 
ACC Docket No. WS-04235A-13-0331 

FUNCTION 
Prepare schedules and testified on cost of 
capital. 

Permanent Rate Application - Prepared 
schedules and testified on Rate Base, 
Plant, Income Statement, Revenue 
Requirement, Cost of Service, Rate 
Design, and Cost of Capital. 

Permanent Rate Application - Prepared 
schedules and testified on Rate Base, 
Plant, Income Statement, Revenue 
Requirement, Rate Design, and Cost of 
Capital. 

Permanent Rate Application - Prepared 
rate designs and cost of Service studies for 
Mohave Water District, Mohave 
Wastewater District, Paradise Valley 
Water District, Tubac Water District, and 
Sun City Water District. 

Permanent Rate Application -Assist in 
preparing required rate application 
schedules for Rate Base, Plant, Income 
Statement, Revenue Requirement, and 
Rate Design. 

CC&N Application. Prepared required 
schedules and initial rates. 

Permanent Rate Application - Water. 
Prepared short-form schedules for Rate 
Base, Income Statement, Plant, Bill 
Counts, and Rate Design. 

Permanent Rate Application - Water and 
Sewer. Prepared schedules and testified 
on Rate Base, Plant, Income Statement, 
Revenue Requirement, Rate Design, and 
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COMPANYKLIENT 

Payson Water Company 
ACC Docket No. W-03514A-13-01 I 1  
ACC Docket No. W-03514A-13-0142 

Goodman Water Company 

Verde Santa Fe Wastewater 
ACC Docket No. SW-03437.4-13-0292 

Del Lago Water Company 
ACC Docket No. W-O1944A-13-0215 

Chaparral City Water Company 
ACC Docket No. W-02113A-13-0118 

Las Quintas Serenas Water Company 
ACC Docket No. W-01583A-13-0117 

Litchfield park Service Company 
ACC Docket No. SW-01428A-13-0043 
ACC Docket No. W-01428A-13-0042 

Beaver Dam Water Company 
ACC Docket No. WS-03067A-12-0232 

Rio Rico Utilities 

FUNCTION 
Cost of Capital. 

Permanent Rate Application - Water. 
Prepared schedules and testified on Rate 
Base, Plant, Income Statement, Revenue 
Requirement, Rate Design, and Cost of 
Capital. 

Financing Application. Prepared financial 
ratios and debt surcharge mechanism. 

Valuation 

Permanent Rate Application - Sewer. 
Prepared schedules and testified on Rate 
Base, Plant, Income Statement, Revenue 
Requirement, Rate Design, and Cost of 
Capital. 

Permanent Rate Application - Water. 
Prepared schedules and testified on Rate 
Base, Plant, Income Statement, Revenue 
Requirement, Cost of Service, Rate 
Design, and Cost of Capital. 

Permanent Rate Application - Prepared 
and testified on cost of service study. 

Permanent Rate Application - Water. 
Prepared schedules and testified on Rate 
Base, Plant, lncome Statement, Revenue 
Requirement, Rate Design, and Cost of 
Capital. 

Permanent Rate Application - Water and 
Sewer. Prepared schedules and testified 
on Rate Base, Plant, Income Statement, 
Revenue Requirement, Rate Design, Cost 
of Service, and Cost of Capital. 

Permanent Rate Application. Prepared 
schedules on Plant, h o m e  Statement, 
Revenue Requirement, and Rate Design. 

Permanent Rate Application - Water and 
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COMPANYKLIENT 
ACC Docket No. WS-02676A-12-0196 

Vail Water Company 
ACC Docket No. W-O1651B-12-0339 

Avra Water Co-op. 
ACC Docket No. W-02126.4-11-0480 

Pima Utility Company 
ACC Docket No. W-02199A-11-0329 
ACC Docket No. SW-02199A-11-0330 

Liberty Utilities (CALPECO Electric), 
LLC) 
Docket No. 11202020 

Livco Water Company 
ACC Docket No. SW-02563A-11-0213 

Orange Grove Water Company 
ACC Docket No. W-02237A-11-0180 

Goodman Water Company 
ACC Docket No. W-02500A-10-0382 

FUNCTION 
Sewer. Prepared schedules and testified 
on Rate Base, Plant, Income Statement, 
Revenue Requirement, Cost of Service, 
Rate Design, and Cost of Capital. 

Permanent Rate Application. Prepared 
schedules and testified on Rate Base, 
Plant, Income Statement, Revenue 
Requirement, Cost of Service, Rate 
Design, and Cost of Capital. 

Permanent Rate Application. Prepared 
schedules and testified on Rate Base, 
Plant, Income Statement, Revenue 
Requirement, Cost of Service, Rate 
Design, and Cost of Capital. 

Permanent Rate Application - Water and 
Sewer. Prepared schedules and testified 
on Rate Base, Plant, Income Statement, 
Revenue Requirement, Cost of Service, 
Rate Design, and Cost of Capital. 

Work on financing application. 

Work on preparation of permanent rate 
application. Prepared schedules on Rate 
Base, Plant, Income Statement, Revenue 
Requirement. 

Permanent Rate Application - Water and 
Sewer. Prepared short-form schedules for 
Rate Base, Income Statement, Plant, Bill 
Counts, and Rate Design. 

Permanent Rate Application. Prepared 
schedules on Plant, Income Statement, 
Revenue Requirement, and Rate Design. 

Permanent Rate Application - Water. 
Prepared schedules and testified on Rate 
Base, Plant, Income Statement, Revenue 
Requirement, Rate Design, and Cost of 
Capital. 
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COMPANYKLIENT 
Doney Park Water 
ACC Docket No. W-O1416A-10-0450 

Grimmelmann, et. al. v. Puke Home 
Corporation, et. al., case no. CV-08-1878- 
PHX-FJM, the United States District Court 
for the District of Arizona. 

Southern Arizona Home Builders 
Association 

H20  Water Company 

Tierra Linda HOA Water Company 

Las Quintas Serenas Water Company 
ACC Docket No. W-01583A-09-0589 

Coronado Utilities 
ACC Docket No. SW-04305A-09-0291 

Little Park Water Company 
ACC Docket No. W-02192A-09-0531 

Sahuarita Water Company 
ACC Docket No. W-0371 SA-09-0359 

Bella Vista Water Company 
Southern Sunrise Water Company 
Northern Sunrise Water Company 
ACC Docket No. W-02465A-09-0414 
ACC Docket No. W-02453A-09-0414 
ACC Docket No. W-02454A-09-0414 

FUNCTION 
Permanent Rate Application - Water. 
Prepared schedules and testified on Rate 
Base, Plant, Income Statement, Revenue 
Requirement, and Rate Design. 

Consultant to defendant and expert 
witness for defendant on rates and 
ratemaking. 

Consultant on ratemaking aspects to line 
extension policies (electric). 

Valuation 

Valuation 

Permanent Rate Application - Water. 
Prepared schedules and testified on Rate 
Base, Plant, Income Statement, Revenue 
Requirement, Rate Design, and Cost of 
Capital. 

Permanent Rate Application ~ 

Wastewater. Prepared schedules and 
testified on Rate Base, Plant, Income 
Statement, Revenue Requirement, Rate 
Design, and Cost of Capital. 

Permanent Rate Application. Prepared 
schedules on Plant, Income Statement, 
Revenue Requirement, and Rate Design. 

Permanent Rate Application - Water. 
Prepared schedules and testified on Rate 
Base, Plant, Income Statement, Revenue 
Requirement, Rate Design, Cost of 
Service, and Cost of Capital. 

Permanent Rate Application - Water. 
Prepared schedules and testified on Rate 
Base, Plant, Income Statement, Revenue 
Requirement, Rate Design, Cost of 
Service, and Cost of Capital. 

Exhibit TJB-RB-DT-I 
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COMPANYKLIENT FUNCTION 

Rio Rico Utilities, Inc 
ACC Docket No. WS-02676A-09-0257 

Permanent Rate Application - Water and 
Sewer. Prepared schedules and testified 
on Rate Base, Plant, Income Statement, 
Revenue Requirement, Rate Design, and 
Cost of Capital. 

Permanent Rate Application - Water and 
Sewer. Prepared schedules and testified 
on Rate Base, Plant, Income Statement, 
Revenue Requirement, Rate Design, Cost 
of Service, and Cost of Capital. 

Consultant to plaintiff on ratemaking and 
cost of service. 

Cost of Capital 

Litchfield park Service Company 
ACC Docket No. SW-OI428A-09-0103 
ACC Docket No. W-01428A-09-0104 

Town of Thatcher v. City ojsafford, CV 
2007-240, Superior Court of Arizona 

Valencia Water Company 
California Public Utility Commission Case 
No. 09-05-002 

Valley Utilities 
ACC Docket No. W-O1412A-08-0586 

Permanent Rate Application. Prepared 
schedules and testified on Rate Base, 
Plant, Income Statement, Revenue 
Requirement, and Rate Design. 

Permanent Rate Application - Sewer. 
Prepared schedules and testified on Rate 
Base, Plant, Income Statement, Revenue 
Requirement, Rate Design, and Cost of 
Capital. 

Interim Rate Application (Emergency 

Black Mountain Sewer Company 
ACC Docket No. SW-02361A-08-0609 

Far West Water and Sewer Company 
ACC Docket No. WS-03478A-08-0608 Rates) 

Farmers Water Company 
ACC Docket No. W-01654A-08-0502 

Permanent Rate Application. Prepared 
schedules and testified on Rate Base, 
Plant, Income Statement, Revenue 
Requirement, and Rate Design. 

Permanent Rate Application. Sewer. 
Prepared schedules and testified on Rate 
Base, Plant, Income Statement, Revenue 
Requirement, Rate Design and Cost of 

Far West Water and Sewer Company 
ACC Docket No. WS-03478A-08-0454 

Exhibit TJB-RB-DT-I 
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COMPANYKLIENT 

Ridgeline Water Company, LLC 
ACC Docket No. W-20589A-08-0173 

Sacramento Utilities, Inc. 
ACC Docket No. SW-20576A-08-0067 

Johnson Utilities 
ACC Docket No. WS-02987A-08-0180 

Orange Grove Water Company 
ACC Docket No. W-02237A-08-0455 

Far West Water and Sewer Company 
ACC Docket No. WS-03478A-07-0442 

Oak Creek Water No. 1 
ACC Docket No. W-01392A-07-0679 

ICR Water Users Association 
Docket W-02824-07-0388 

Johnson Utilities 

H20, Inc 
ACC Docket No. W-02234A-07-0550 

FUNCTION 
Capital. 

Certificate of Convenience and Necessity 
~ Water. Prepared pro-forma balance 
sheets, income statements, plant 
schedules, rate base, and financing. 

Certificate of Convenience and Necessity 
- Wastewater. Prepared pro-forma 
balance sheets, income statements, plant 
schedules, rate base, and financing. 

Permanent Rate Application. Water and 
Sewer. Prepared schedules and testified 
on Rate Base, Plant, Income Statement, 
Revenue Requirement, Rate Design and 
Cost of Capital. 

Participate in 40-252 proceeding. 

Permanent Rate Application. Prepared 
schedules on Plant, Income Statement, 
Revenue Requirement, and Rate Design. 

Financing Application. Prepare schedules 
to support application. 

Permanent Rate Application. Prepared 
schedules and testified on Rate Base, 
Plant, Income Statement, Revenue 
Requirement, and Rate Design. 

Permanent Rate Application. Prepared 
schedules and testified on Rate Base, 
Plant, Income Statement, Revenue 
Requirement, and Rate Design. 

Valuation consultant in the matter of the 
sale of Johnson Utilities assets to the 
Town of Florence. 

Permanent Rate Application. Prepared 
schedules and testified on Rate Base, 
Plant, Income Statement, Revenue 
Requirement, Rate Design, and Cost of 

Exhibit TJB-RB-DT-1 
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COMPANY/CLIENT 

Chaparral City Water Company 
ACC Docket No. W-02113A-07-0551 

Valley Utilities 
ACC Docket No. W-01412A-07-0561 

Valley Utilities 
ACC Docket No. W-O1412A-07-280 

Valley Utilities 
ACC Docket No. W-01412A-07-0278 

Litchfield Park Service Company 
ACC Docket No. W-01427A-06-0807 

Golden Shores Water Company 
ACC Docket No. W-01815A-07.0117 

Diablo Village Water Company 
ACC Docket No. W-02309A-07-0140 

Diablo Village Water Company 
ACC Docket No. W-02309A-07-0399 

Sahuarita Water Company 
(Rancho Sahuarita Water Co.) 
ACC Docket No. W-03718A-07-0687 

FUNCTION 
Capital. 

Permanent Rate Application. Prepared 
schedules and testified on Rate Base, Plant, 
Income Statement, Revenue Requirement, 
Rate Design, and Cost of Capital. 

Financing Application. Prepare schedules 
to support application. 

Emergency Rate Application. Prepare 
schedules to support application. 

Accounting Order. Assist in preparing 
definition and scope of costs for deferral 
for future regulatory consideration and 
treatment. 

Accounting Order. Assist in preparing 
definition and scope of costs for deferral 
for future regulatory consideration and 
treatment. 

Permanent Rate Application. Water. 
Prepared schedules and testified on Rate 
Base, Plant, Income Statement, Revenue 
Requirement, Rate Design, and Cost of 
Capital. 

Off-site facilities hook-up fee application. 
Prepare schedules to support application. 

Permanent Rate Application (Class C). 
Water. Prepared schedules and testified 
on Rate Base, Plant, Income Statement, 
Revenue Requirement, Rate Design, and 
Cost of Capital. 

Extension Certificate of Convenience and 
Necessity - Water. Prepared pro-forma 
balance sheets, income statements, plant 
schedules, rate base, and financing. 

Exhibit TJB-RELDT-1 
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COMPANY/CLIENT 

Utility Source, L.L.C. 
ACC Docket No. WS-04235A-06-0303 

Tierra Buena Water Company 

Goodman Water Company 
ACC Docket No. W-02500A-06-0281 

Links at Coyote Wash Utilities 
ACC Docket No. SW-04210A-06-0220 

New River Utilities 
ACC Docket No. W-0 173A-06-0 17 1 

Johnson Utilities 
ACC Docket No. WS-02987A-04-0501 
Docket WS-02987A-04-0177 

Bachmann Springs Utility 
ACC Docket No. WS-03953A-07-0073 

Avra Water Cooperative 
ACC Docket No. W-02126A-06-0234 

Gold Canyon Sewer Company 
ACC Docket No. SW-025191A-06-0015 

FUNCTION 

Permanent Rate Application- Water and 
Wastewater. Prepared schedules and 
testified on Rate Base, Plant, Income 
Statement, Revenue Requirement, Rate 
Design, and Cost of Capital. 

Valuation of Tierra Buena Water 
Company for estate purposes. 

Permanent Rate Application (Class C). 
Water. Prepared schedules and testified 
on Rate Base, Plant, Income Statement, 
and Cost of Capital. 

Certificate of Convenience and Necessity 
- Sewer. Prepared pro-forma balance 
sheets, income statements, plant 
schedules, rate base, financing, and initial 
rate design. 

Extension Certificate of Convenience and 
Necessity - Water. Prepared pro-forma 
balance sheets, income statements, plant 
schedules, rate base, and financing. 

Extension of Certificate of Convenience 
and Necessity - Sewer. Prepared pro- 
forma balance sheets, income statements, 
plant schedules, rate base, financing, and 
initial rate design. 

Permanent Rate Application - Water and 
Sewer. Prepared short-form schedules for 
Rate Base, Income Statement, Plant, Bill 
Counts, and Rate Design. 

Permanent Rate Application - Water. 
Prepared schedules and testified on Rate 
Base, Plant, Income Statement, Revenue 
Requirement, and Rate Design. 

Permanent Rate Application - Sewer. 
Prepared schedules and testified on Rate 
Base, Plant, Income Statement, Revenue 

Exhibit TJB-RF3-DT-I 
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COMPANYKLIENT 

Stute ofArizona v. Fur Wesl Water and 
Sewer, No. 1 CA-CR 06-0160 

Far West Water and Sewer Company 
ACC Docket No. WS-03478A-05-0801 

Black Mountain Sewer Company 
ACC Docket No. SW-02361A-05-0657 

Balterra Sewer Company 
ACC Docket No. SW-02304A-05-0586 

Community Water Company of Green 
Valley 
ACC Docket No. W-02304A-05-0830 

McClain Water Systems 
Northern Sunrise Water 
Southern Sunrise Water 
ACC Docket No. W-020453A-06-025 1 

Valley Utilities Water Company 
ACC Docket No. W-01412A-04-0376 

Valley Utilities Water Company 
ACC Docket No. W-01412A-04-0376 

Beardsley Water Company 

FUNCTION 
Requirement, Rate Design, and Cost of 
Capital. 

Expert witness on behalf of defendant in 
penalty phase of case. 

Permanent Rate Application - Sewer. 
Prepared schedules and testified on Rate 
Base, Plant, Income Statement, Revenue 
Requirement, Rate Design, and Cost of 
Capital. 

Permanent Rate Application - Sewer. 
Prepared schedules and testified on Rate 
Base, Plant, Income Statement, Revenue 
Requirement, Rate Design, and Cost of 
Capital. 

Certificate of Convenience and Necessity 
- Sewer. Prepared pro-forma balance 
sheets, income statements, plant 
schedules, rate base, financing, and initial 
rate design. 

Permanent Rate Application - Water. 
Prepared schedules and testified on Rate 
Base, Plant, Income Statement, Revenue 
Requirement, and Rate Design. 

Certificate of Convenience and Necessity 
- Water. Prepared pro-forma balance 
sheets, income statements, plant 
schedules, rate base, financing, and initial 
rate design. 

Off-site facilities hook-up fee application 
Prepare schedules to support application. 

Permanent Rate Application - Water. 
Prepared schedules and testified on Rate 
Base, Plant, Income Statement, and 
Revenue Requirement. Assisted in 
preparation of Rate Design. 

Permanent Rate Application - Water. 

Exhibit TJB-RB-DT-I 
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COMPANYKLIENT 
ACC Docket No. W-02074A-04-0358 

Pine Water Company, Inc. 
ACC Docket No. W-03512A-03-0279 

Chaparral City Water Company 
ACC Docket No. W-02113A-04-0616 

Tierra Linda Home Owners Association 
ACC Docket No. W-0423A-04-0075 

Diamond Ventures - Red Rock Utilities 
ACC Docket No. WS-0424SA-04-0184 

Arizona-American Water Company, Inc. 
ACC Docket No. WS-0 1303A-02-0867 
ACC Docket No. WS-01303A-02-0868 
ACC Docket No. WS-01303A-02-0869 
ACC Docket No. WS-01303A-02-0870 
ACC Docket No. WS-01303A-02-0908 

Bella Vista Water Company, Inc. 
ACC Docket No. W-02465A-01-0776 

Green Valley Water Company 

FUNCTION 
Prepared short-form schedules for Rate 
Base, Income Statement, Plant, Bill 
Counts, and Rate Design. 

Interim and Permanent Rate Application, 
Financing Application - Water. Prepared 
schedules and testified on Rate Base, 
Plant, Income Statement, Cost of Capital, 
and Rate Design. 

Permanent Rate Application. Prepared 
schedules and testified on Rate Base, 
Plant, and Income Statement. Assisted in 
preparation Rate Design. 

Certificate of Convenience and Necessity 
- Water. Prepared pro-forma balance 
sheets, income statements, plant 
schedules, rate base, financing, and initial 
rate design. 

Certificate of Convenience and Necessity 
-Water and Sewer. Prepared pro-forma 
balance sheets, income statements, plant 
schedules, rate base, financing, and initial 
rate design. 

Permanent Rate Application Water and 
Sewer (10 divisions). Prepared schedules 
and testimony on Rate Base, Plant, 
Income Statement, and Revenue 
Requirement. Assisted in preparation of 
Rate Design. 

Permanent Rate Application - Water. 
Prepared schedules and testimony on Rate 
Base, Plant, Income Statement, and 
Revenue Requirement. Assisted in 
preparation of Cost of Capital and Rate 
Design. 

Permanent Rate Application. Prepared 

Exhibit TJB-RB-DT-1 
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COMPANY/CLIENT 
Docket (2000 Not Filed) 

Gold Canyon Sewer Company 
ACC Docket No. SW-02519A-00-0638 

Rio Verde Utilities, Inc. 
ACC Docket No. WS-02156A-00-0321 

Livco Water Company 
Livco Sewer Company 
ACC Docket No. SW-02563A-05-0820 

Livco Water Company 
ACC Docket No. SW-02563A-07-0506 

Cave Creek Sewer Company 

Avra Water Cooperative 
ACC Docket No. W-02126A-00-0269 

Town of Or0 Valley 

Far West Water Company 
ACC Docket No. WS-03478A-99- 

FUNCTION 
schedules and testimony on Rate Base, 
Plant, Income Statement, and Revenue 
Requirement. Assisted in preparation of 
Cost of Capital and Rate Design. 

Permanent Rate Application - Sewer. 
Prepared schedules and testimony on Rate 
Base, Plant, Revenue Requirement, and 
Income Statement. Assisted in 
preparation of Cost of Capital and Rate 
Design. 

Permanent Rate Application - Water and 
Sewer. Prepared schedules and testimony 
on Rate Base, Plant, Revenue Requirement, 
and Income Statement. Assisted in 
preparation of Cost of Capital and Rate 
Design. 

Permanent Rate Application - Water. 
Prepared short-form schedules for Rate 
Base, Income Statement, Plant, Bill 
Counts, and Rate Design. 

Permanent Rate Application - Water and 
Sewer. Prepared short-form schedules for 
Rate Base, Income Statement, Plant, Bill 
Counts, and Rate Design. 

Revenue Requirement, Rate Adjustment 
and Rate Design - Sewer. 

Permanent Rate Application - Water. 
Assisted in preparation of Rate Base, Plant, 
Income Statement, Revenue Requirement, 
and Rate Design. 

Revenue Requirements, Water Rate 
Adjustments and Rate Design. 

Permanent Rate Application - Water. 
Assisted in preparation of schedules fc 
Rate Base, Income Statement, Revenue 
Requirement, Lead-Lag Study, Cost of 
Capital, and Rate Design. 

Exhibit TJB-RB-DT-1 
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COMPANY/CLIENT 

MHC Operating Limited Partnership 
Sedona Venture Wastewater 
ACC Docket No. W- 

Vail Water Company 
ACC Docket No. W-O1651B-99-0406 

E&T Water Company 
ACC Docket No. W-01409A-95-0440 

New River Utility 
ACC Docket No. W-01737.4-99-0633 

Golden Shores Water 
ACC Docket No. W-01815A-98-0645 

Ponderosa Utility Company 
ACC Docket No. W-01717A-99-0572 

Chaparral City Water Company 
Docket (1999 Not Filed) 

FUNCTION 

Permanent Rate Application - Sewer. 
Assisted in preparation of schedules for 
Rate Base, Plant, Income Statement, and 
Rate Design. 

Permanent Rate Application. Assisted in 
preparation of schedules for Rate Base, 
Plant, Income Statement, and Rate Design. 

Permanent Rate Application - Water. 
Assisted in preparation of schedules for 
Rate Base, Plant. Income Statement, and 
Rate Design. 

Permanent Rate Application - Water. 
Assisted in preparation of schedules for 
Rate Base, Plant, Income Statement, and 
Rate Design. 

Permanent Rate Application - Water. 
Assisted in preparation of schedules for 
Rate Base, Plant, Income Statement, and 
Rate Design. 

Permanent Rate Application - Water. 
Assisted in preparation of schedules for 
Rate Base, Plant, lncome Statement, and 
Rate Design. 

Permanent Rate Application - Water. 
Prepared schedules and testimony on Rate 
Base, Plant, Revenue Requirement, and 
Income Statement. Assisted in preparation 
of Cost of Capital and Rate Design. 

Exhibit TJB-RB-DT-1 
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Red Rock Utilities, LLC 
Docket No: WS-04245A-14- - 

August 4,2014 

WATER DIVISION 
SCHEDULES 



Line 
No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 

I O  
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 

- 

Red Rock Ultiities, LLC - Water Division 
Test Year Ended December 31,2013 

Computation of Increase in Gross Revenue 
Requirements As Adjusted 

Fair Value Rate Base 

Adjusted Operating Income 

Current Rate of Return 

Required Operating Income 

Required Rate of Return 

Operating Income Deficiency 

Gross Revenue Conversion Factor 

Increase in Gross Revenue 
Requirement 

Adjusted Test Year Revenues 
Increase in Gross Revenue Revenue Requirement 
Proposed Revenue Requirement 
% Increase 

Customer 
Classification 
(Residential Commercial, lrriaationl 
5/8x3/4 Inch Residential 

518x314 Inch Commercial 
2 Inch Commercial 

1 Inch Irrigation 
2 Inch Irrigation 

Bulk 
Hydrant(standpipe) 

Revenues From Prjected Customer Growth 

Subtotal 

Miceilaneous Charges 
Reconciling Amount 
Rounding 
Total of Water Revenues 

SUPPORTING SCHEDULES: 
6-1 
c-I 
c-3 
H-I 

Exhibit 
Schedule A-I  
Page 1 
Witness: Bourassa 

1,378.255 

116.695 

8.47% 

130,934 

9.50% 

14,239 

1.0169 

14,480 

533,046 
14,480 

547.525 
2.72% 

Present Proposed Dollar Percent 
Rates m -  

$ 268,205 $ 273,676 $ 5,471 2.04% 

742 749 7 0.96% 
11,929 12,566 636 5.33% 

7,206 7,617 41 1 5.70% 
5,201 5,445 244 4.69% 

31,242 34,017 2,775 8.88% 
19.341 21,076 1.736 

179,937 182.522 2,585 1.44% 

$ 523,802 $ 537,668 $ 13,865 2.65% 

9,276 9,276 0.00% 
582 615 -1863.64% 

0.00% 
$ 533,045 $ 547,526 $ 14,480 2.72% 

(33) 



Red Rock Ultiities, LLC - Water Division 
Test Year Ended December 31.2013 

Summary of Results of Operations 

Exhibit 
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Pmiected Year 
Present Proposed 

Line Prior Years Ended Actual Adjusted Rates Rates 
- No. DescriDtion 12/3lROll 12/31/2012 12/31/2013 12/31/2013 12/31/2014 12nlROI+ 

1 Gross Revenues $ 442,301 $ 347,567 $ 368,480 $ 533,046 $ 533,046 $ 547.525 
2 
3 Revenue Deductions and 554,910 571.662 569,003 416.350 416,350 416.591 
4 Operating Expenses 
5 
6 Operating Income $ (112,609) $ (224,095) 5 (200,523) $ 116,695 $ 116.695 $ 130.934 
7 

9 Deductions 
10 
11 Interest Expense 

8 Other Income and 565 299 4.859 4.859 4,859 4,859 

.I? 
I L  

13 Netlncorne 
14 
15 Earn& Per Average 
16 Common Share NA NA 
17 
18 Dividends Per 
19 Common Share NA NA 
20 
21 Payout Ratio 
22 
23 Return on Average 
24 Invested Capital -1 54% -3.23% 
25 
26 Return on Year End 
27 Capital -1.61% -3.25% 
28 
29 Return on Avemge 
30 Membets Equity 4.06% -8.65% 
31 
32 Return on Year End 
33 Common Equity 4.15% -9.04% 
34 
35 Times Bond Interest Earned 
36 Before Income Taxes 
37 
38 Times Total Interest and 
39 Preferred Dividends Earned 
40 Afler Income Taxes 
41 
42 
43 
44 
45 
46 SUPPORTING SCHEDULES 
47 G 1  
48 E-2 
49 F-I 
50 

NA 

NA 

-2.86% 

-2.89% 

-8.15% 

-8.41% 

NA 

NA 

1.74% 

1.74% 

4.79% 

4.68% 

NA 

NA 

1.75% 

1.76% 

5.09% 

4.97% 

NA 

NA 

1.96% 

1.97% 

5.67% 

5.52% 



Line 
No. 
1 
- 

Red Rock Ultiities, LLC -Water Division 
Test Year Ended Decernber31,2013 

and Gross Utility Plant in Service 

Exhibit 
Schedule A-4 

Construction Expenditures Page 1 
Witness. Bourassa 

Net Plant 
Placed 

Construction in 
Expenditures Service 

2 
3 
4 Prior Year Ended 12/31/2011 
5 
6 Prior Year Ended 12/31/2012 
7 
8 Test Year Ended 12/31/2013 
9 
10 Projected Year Ended 12/31/2014 
11 
12 
13 
14 
15 
18 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
20 
29 
30 
31 
32 
33 
34 SUPPORTING SCHEDULES: 
35 8-2 
36 E-5 
37 F-3 
38 
39 
40 

310,010 310,010 

402,952 34,680 

20.822 10,656 

40.000 40.000 

Gross 
Utility 
Plant 

in Service 

6,200,100 

6,234,700 

6,245,444 

6,205,444 



- 

Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

Red Rock Ultiitles, LLC .Water Division 
Test Year Ended December 31,2013 

Sumrnan of Rate Base 

Original Cost 
Rate base 

Gross Utility Plant in Service $ 5,318,335 
Less: Accumulated Depreciation 873,019 

Net Utility Plant in Service 5 4,445,316 

Less: 
Advances in Aid of Construction 2,861.056 

Contributions in Aid of Construction 233,715 

Accumulated Amortization of ClAC (27,711) 

Customer Meter Deposits 
Deferred lncnme Taxes & Credits 

plus: 
Unamortized Finance 
Charges 

Deferred Tax Assets 
Allowance for Working Capital 

Total Rate Base 

SUPPORTING SCHEDULES: 
8-2 
8-3 
8-5 
E- I  

Exhibit 
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Fair Value 
Rate Base 

$ 5,318,335 
873,019 

5 4,445,316 

2,861.056 

233,715 

(27,711) 

$ 1,378,255 $ 1,378,255 



Line 
- No. 

1 Gross Utility 

Red Rock Ultlities, LLC -Water Division 
Test Year Ended December 31,2013 

Original Cost Rate Base Proforma Adjustments 

2 Plant in Service 
3 
4 Less: 
5 Accumulated 
6 Depreciation 
7 
8 
9 Net Utility Plant 
10 inservice 
11 
12 Less: 
13 Advances in Aid of 
14 Construction 
15 
16 Contributions in Aid of 
17 Construction -Gross 
18 
19 Accumulated Amortization of CIAC 
20 
21 Customer Meter Deposits 
22 Accumulated Deferred Income Tax 
23 
24 
25 
26 Plus: 
27 Unamortized Finance 
28 Charges 
29 Prepayments 
30 Materials and Supplies 
31 Working capital 
32 
33 
34 Total 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 SUPPORTING SCHEDULES: 
46 8-2, pages 2 
47 E-I 
48 
49 
50 

Actual 
at 

End of 
Test Year 

$ 6,245,446 

1,901,802 

$ 4,343,644 

3.61 1,056 

233,715 

(52,586) 
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Adjusted 
at end 

Proforma of 
Adiustment Test Year 

(927.1 11) $ 5,318.335 

(1,028,783) 873,019 

(750,000) 

24,875 

$ 4,445,316 

2,861.056 

233,715 

(27,711) 

$ 551,459 $ 1,378,255 

RECAP SCHEDULES: 
0-1 







Red Rock Ulliilies, LLC - Water Division 
Test Year Ended December 31, 2013 

Original Cost Rate Base Proforma Adjustments 
Adjustment Number I -A 

Remove Verano Division Plant 
Line 
- No 

1 
2 
3 AcU 
4 No Descnotion 
5 
6 302 FranchiseCost 
7 
8 
9 TOTAL 
10 
11 
12 lnmease (decrease) in Planl-in-Service 
13 
14 Adluslrnent to Plant-In-Servlce 
15 
16 SUPPORTING SCHEDULES 
17 Testimony 
18 .. 
19 
20 

Exhibit 
Schedule 0-2 
Page 3 1 
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&QL!.!i 

5 21.305 

5 21,305 

5 (21,305) 

5 (21,305) 



Line 
- No 

1 
2 
3 A o c t  
4 Na DeScnmOn 
5 

Red Rock Ultiities, LLC -Water Division 
Test Year Ended December 31,2013 

Original Cost Rate Ease Proforma Adjustments 
Adjustment Number 1-6 

6 
7 320 Wafer Treatment Equipment 
8 330 Dist Reservoirs 8. Standppe 
9 TOTAL 
10 
1 1  
12 Increase (decrease) in Plant-in-Sewice 
13 
14 Adjustment to Plant-in-Sewlce 
15 ."  
16 SUPPORTING SCHEDULES 
17 Testimony 
18 
19 
20 

Plan1 Projected Excess 
Balance Excess Capacity Capacity w m  Adiuslment 

573,066 54% 309,456 
1,454,518 41% 596,352 

$ 905,808 

$ (905,808) 

$ (905,808L 

Exhibit 
Schedule 8-2 
Page 3.2 
Witness: Bourassa 
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Red Rock Ulliities, LLC .Water Division 
Test Year Ended December 31,2013 

Original Cost Rate Base Proforma Adjustments 
Adjustment Number 2-A 

Excess Caoacilv Adiustment 
Line 
No. 
1 
2 
3 Acct. 
4 Desctiotion 
5 

- 

R 

Computed Projected 
AID Balance Excess Excess 

Before Capadry Capacity Capacity 
Adiusbnent - Adiustment 

" 

7 320 Water Treatment Equipment 120.209 54% 64.913 

9 TOTAL 0 162.670 
8 330 Dist Reservoirs &Standpipe 238,431 41% 97,757 

10 
11 
12 Increase (decrease) in Plant-in-Service 
1 1  

$ (162.670) 
." 
14 Adjustment to Planl-in-Servim $ (162,670) 
15 
16 SUPPORTING SCHEDULES 
17 8-2 pages 3.2 
1R 
19 
20 

Exhibit 
Schedule E 2  
Page 4 1 
Witness- Bourassa 
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Line 
- No. 

1 

9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
20 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

Red Rock Ultiities, LLC -Water Division 
Test Year Ended December 31,2013 

Original Cost Rate Base Proforma Adjustments 
Adjustment 3 

Contributions-in-Aid of Construction (CIAC) and Accumulated Amortization 

Computed balance 

Book balance at end of N 

increase (decrease) 

Adjustment to ClAClAA ClAC 
Label 

SUPPORTING SCHEDULES 
E-1 
8-2, page 5.1 

Gross 
ClAC 

$ 233,715 

$ 233,715 

$ 

$ 
3a 

Exhibit 
Schedule 8-2 
Page 5 
Witness: Bourassa 

Accumulated 
Amortization 

$ 27,711 

$ 52,586 

!§ (24,875) 

$ 24,875 
3b 





Red Rock Ultiities, LLC - Water Division 
Test Year Ended December 31,2013 

Original Cost Rate Base Proforma Adjustments 
Adjustment 4 

Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 Increase(decrease) in AlAC 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 REFERENCE 
22 Testimony 
23 
24 
25 
26 
27 
28 
29 
30 

Remove Verano Division related AlAC 

Verano AlAC funding Plant Held for Future Use 

Exhiblt 
Schedule 6-2 
Page 6 
Witness: Bourassa 

$ 750.000 

5 (750,000) 



Red Rock Ultiities, LLC -Water Division 
Test 'fear Ended December 31,2013 

Computation of Working Capital 

Exhibit 
Schedule 6-5 
Page 1 
Witness: Bourassa 

Line 
- No. 

1 Cash Working Capital (118 of Allowance 
2 Operation and Maintenance Expense) 
3 Pumping Power (1124 of Pumping Power) 
4 Purchased Water (1124 of Purchased Water) 
5 Prepaid Expenses 
6 
7 
8 
9 Total Working Capital Allowance 
10 
11 
12 Working Capital Requested 
13 
14 
15 
16 
17 Adiusted Test Year 
18 Total Operating Expense $ 416,350 
19 Less: 
20 IncomeTax $ 
21 Property Tax 26,568 
22 Depreciation 132,265 
23 Purchased Water 

$ 28,474 
1,238 

5 29,713 

24 Pumping Power 
25 Allowable Expenses 
28 118 of allowable expenses 
27 
28 
29 SUPPORTING SCHEDULES: 
30 E-I 
31 
32 
33 
34 
35 
36 
37 

39 
40 

38 

29,723 
$ 227,794 
$ 28.474 

RECAP SCHEDULES: 
6-1 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 

29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 

Red Rock Ultiities, LLC .Water Division 
Test Year Ended December 31, 2013 

Income Statement 

Revenues 
Metered Water Revenues 
Unmetered Water Revenues 
Other Water Revenues 

Operating Expenses 
Salaries and Wages 
Employee Pensions and Benefits 
Purchased Water 
Purchased Power 
Chemicals 
Repairs and Maintenance 
Ofke Suoolies and ExDense 

Test Year 
Book 

Results 

$ 359.204 

9,276 
% 368.480 

$ 

Contractki Services - ingineenng 
Contractual Services - Mgmnt Fee 
Contractual Services - Legal &Accounting 
Contractual Services - Other 
Contractual Services -Water Testing 
Rents 
Transpollation Expenses 
Insurance - Vehicle 
Insurance - General Liabilily 
Insurance -Worker's Comp 
Regulatoly Commission Expense 
Regulatoly Commission Expense - Rate Ca 
Bad Debt Expense 
Miscellaneous Expense 
Sales Tax Expense 
Depreciation Expense 
Taxes Other Than Income 
Properly Taxes 
Income Tax 

Total Operating Expenses 
Operating Income 
Other Income (Expense) 

Interest Income 
Other income 
Interest Expense 
Other Expense 

Total Other Income (Expense) 
Net Profit (Loss) 

SUPPORTING SCHEDULES: 
C-I , Daae 2 . .  . 
E-2 

45,670 
1,564 

20,220 
2,365 

37,989 
884 

60,000 
27,776 
16,914 
1.378 

1 1,438 

15,637 
23,977 

297.605 
3,458 
2,128 

$ 569.003 
$ (200,523) 

4,859 

$ 4,859 
$ (195,664) 

Exhibit 
Schedule C-I 
Page 1 
Witness: Bourassa 

Test Year Proposed Adjusted 
Adjusted Rate with Rale 

Adiustment lncreaSe 

$ 164,566 $ 523,770 $ 14,480 $ 538,249 

9,276 9.276 
$ 164.566 $ 533,046 $ 14.480 $ 547.525 

- $  

9,503 

5,000 

12.279) 
(23,977) 

(165,340) 

24,440 

45,670 
1,564 

29.723 
2,365 

37,989 
884 

60,000 
27,776 
16,914 

1,378 

1 1,438 

5,000 

13,358 

132,265 
3,458 

26,568 

$ 45,670 
1,564 

29.723 
2,365 

37,989 
884 

60,000 
27,776 
16,914 
1,378 

11.438 

5,000 

13,358 

132,265 
3,458 

241 26.809 

$ (152,653) $ 416,350 S 241 $ 416591 
S 317218 $ 116.695 S 14239 5 130934 

4,859 4,859 

$ - $  4.859 $ - $ 4,859 
$ 317,218 $ 121,554 $ 14.239 $ 135.793 

RECAPSCHEOVLES' 
A- 1 





Line 
- No. 

1 
2 
3 
4 Revenues 
5 
6 Expenses 
7 
8 Operating 
9 lnmme 
10 
11 Interest 
12 Expense 
13 OIher 
14 Income/ 
15 Expense 
16 
17 Netlnmme 
18 
19 
20 
21 
22 
23 
24 
25 Revenues 
26 
27 Expenses 
28 
29 Operaling 
30 Income 
31 
32 Interest 
33 Expense 
34 Other 
35 Income/ 
36 Expense 
37 
38 Netlnmme 
39 

Red Rock UHiitiea, LLC -Water Division 
Test Year Ended December 31,2013 

Adjustments to Revenues and Expenses 

Exhibit 
Schedule C-2 
Page 1 
Witness: Bourassa 

Adiustments to Revenues and Exuenses 
- 1 2 - 3 4 - 5 6 subtatal 

Annualized Reverse Remove 
Properly Rate Revenues Revenue Sales tax 

Deoreciatwn TBXeS Case Expense Proiected Gmwlh Accrual ExDense 
179,937 (15,371) 164,566 

(165,340) 24,440 5.000 (23,977) (159,877) 

165,340 (24,440) (5.000) 179,937 ( 1  5.371) 23,977 324,443 

165.340 (24,440) (5.000) 179,937 (15,371) 23,977 324,443 

Adiustments to Revenues and Expenses 
7 - 8 9 10 11 12 Subtotal - 

Remove Intentionally lntentionallv IntenGnaIlv IntenllOnallv IntenGnally 
Verano Left Len Len Left Len 

Blank - Blank Blank Exoense - Blank - Blank - 
164,566 

(2,279) (162,1561 

2.279 326,722 



Red Rock Ultiities, LLC -Water Division 
Test Year Ended December 31,2013 

Adjustments to Revenues and Expenses 
Adjustment Number 1 

Depreciation Exnense 

2 
3 ACCL 
4 h l o .  
5 301 
6 302 ~~~ 

7 303 
8 304 
9 305 
10 306 
11 307 
12 308 
13 309 
14 310 
15 311 
16 320 
17 3201 
18 3202 
19 330 
20 330.1 
21 330.2 
22 331 
23 333 
24 334 ~ ~~ 

25 335 
26 336 
27 339 
28 340 
29 340.1 
30 341 
31 342 
32 343 

Descrintion 
Organlzalion Cost 
Franchise Cost 
Land and Land Rights 
Structures and Improvements 
Collecting and Impounding Res. 
Lake Riverand Other lnlakes 
Wells and Springs 
infiltration Galleries and Tunnels 
Supply Mains 
Power Generation Equipment 
Electric Pumping Equipment 
Water Treatment Equipment 
Water Treatment Plant 
Chemical Solution Feeders 
Dist. Reservoiffi 8 Standpipe 
Storage tanks 
Pressure Tanks 
Trans. and Dist. Mains 
Services 
Meters 
Hydrants 
Backnow Prevention Devices 
Other Plant and Misc. Equip. 
Office Furniture and Fixtures 
Computers and Software 
Transportation Equipment 
Stores Equipment 
Tools and Work Equipment 

33 344 Laboratory Equipment 
34 345 Power Operated Equipment 
35 346 Communications Equipment 
36 347 Miscellaneous Equipment 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 

Line 
- No. 

1 

348 Other Tangible Piant 
TOTALS 

50 
51 

Less: Amortization of Contributions 
Total Depreciation Expense 

Test Year Depreciation Expense 

Increase (decrease) in Depreciation Expense 

Adjustment l o  Revenues andlor Expenses 

SUPPORTING SCHEDULE 
8-2, page 3 

Adjusted 
Original 

Cost - 
54,297 
73,931 
32,810 

8,049 

691,317 

51.082 

263,610 

858.166 

2,343,549 
518.785 
154,334 
208.018 

651 
5,752 

8,224 
3,836 
2,856 

14.718 
18.224 

6,124 

$ 5,318,333 $ 

Fully 
Deprl Depreciable 

cost  - 
(54.297) 
(73.9311 

691.317 

51,082 

263,610 

858,166 

2,343,549 
518.785 
154.334 
208.018 

651 
5,752 

(8.224) 
3.836 
2.856 

14.718 
18.224 

PrODOSed 

0.00% 
0.00% 
0.00% 
3.33% 
2.50% 
2.50% 
3.33% 
6.67% 
2.00% 
5.00% 

12.50% 
3.33% 
3.33% 

20.00% 
2.22% 
2.22% 
5.00% 
2.00% 
3.33% 
8.33% 
2.00% 
6.67% 
6.67% 
6.67% 

20.00% 
20.00% 

4.00% 
5.00% 

10.00% 
5.00% 

Exhibit 
Schedule C-2 
Page 2 
Witness: Bourassa 

Deweciation 
ExDense 

268 

23,021 

2.554 

8,778 

19,051 

46,871 
17,276 
12.856 
4.160 

43 
384 

153 
143 

1.472 
91 1 ~. 

10.00% 

10.00% 
6,124 10.00% 612 

(169,262) $ 5.149.071 $ 138,554 

Gross ClAC Amort. Rate 
$ 233,715 2.6909% $ (6,289) 

I 132,265 

297,605 

(165,340) 

$ (165.340) 



Red Rock Ultiities, LLC - Water Division 
Test Year Ended December 31,2013 

Adjustment to Revenues and Expenses 
Adjustment Number 2 

Exhibit 
Schedule C-2 
Page 3 
Witness: Bourassc 

ProDertv Taxes 

Line Test Year Company 
- No. DESCRIPTION as adiusted Recornmended 

1 Company Adjusted Test Year Revenues - 2007 5 533,046 $ 533,046 

3 Subtotal (Line 1 * Line 2) 1,066,091 1,066,091 
4 Company Recommended Revenue 533,046 547,525 
5 Subtotal (Line 4 + Line 5) 1,599,137 1,613,617 
6 Number of Years 3 3 
7 Three Year Average (Line 5 I Line 6) 533,046 537,872 
8 Department of Revenue Mutilplier 2 2 
9 Revenue Base Value (Line 7 * Line 6 )  1.066.091 1,075,744 
10 Plus: 10%ofCWlP-2010 
11 Less: Net Book Value of Licensed Vehicles 0 0 
12 Full Cash Value (Line 9 + Line 10 - Line 11) 1,066.091 1,075,744 
13 Assessment Ratio 18.0% 18.0% 
14 Assessment Value (Line 12 * Line 13) 191.896 193,634 

16 Test Year Adjusted Property Tax Expense (Line 14 * Line 15) $ 26,568 $ 26,809 
17 Tax on Parcels 
18 Total Property Taxes (Line 16 + Line 17) $ 26,568 

20 Adjustment to Test Year Property Taxes (Line 18 -Line 19) 5 24,440 
21 
22 Property Taxon Company Recommended Revenue (Line 16 + Line 17) $ 26.809 
23 Company Test Year Adjusted Property Tax Expense (Line 18) $ 26,568 
24 Increase in Property Tax Due to Increase in Revenue Requirement 5 241 
25 
26 Increase in Property Tax Due to Increase in Revenue Requirement (Line 24) $ 241 
27 Increase in Revenue Requirement $ 14,480 
28 1.66139% 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

2 Weight Factor 2 2 

15 Composite Properly Tax Rate - Obtained from ADOR 13.8449% 13.8449% 

19 Test Year Property Taxes $ 2,128 

~ 

Increase in Property Tax Per Dollar Increase in Revenue (Line 26 I Line 27) 



Red Rock Ultiities, LLC -Water Division 
Test Year Ended December 31,2013 

Adjustment to Revenues and Expenses 
Adjustment Number 3 

Rate Case ExDense 

Line 
NO. 
1 
2 
3 Estimated Rate Case Expense 
4 
5 
6 
7 Annual Rate Case Expense 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 

__ 

Estimated Amoltization Period in Yeas 

Test Year Rate Case Expense 

Increase(decrease) in Reg. Comm. Rate Case Expense 

Adjustment to Revenue and/or Expense 

Exhibit 
Schedule C-2 
Page 4 
Witness Bourassa 

$ 25,000 

5 

$ 5,000 

$ 

5 5,000 

$ 5,000 



Red Rock Ultiities, LLC -Water Division 
Test Year Ended December 31,201 3 

Adjustment to Revenues and Expenses 
Adjustment Number 4 

Additional RevenuedExuense from Proiected Customer Growth 

Exhibit 
Schedule C-2 
Page 5 
Witness: Bourassa 

Line 
- No. 

1 Proiected Additional Revenues 
2 400 
3 Average 518x314 inch residential monthly bill during test year (H-2, page 1) $ 37.49 
4 Additional monthly revenues $ 14,995 
5 Numberof months 12 
6 Additional projected annual revenues 179,937 

Projected additional number of customers over next 5 years 

- 
Total additional annual revenues 

10 Increase(decrease) in Metered Revenues 
11 
12 
13 
14 
15 
16 Gallons sold (in 1000's) 
17 Cost per 1,000 gallons 
18 
19 Projected additional number of customers over next 5 years 
20 Average 5/8x3/4 inch residential usage during test year in 1,100's (H-2, page 1) 
21 Additional monthly gallons sold 
22 Cost per 1,000 gallons 
23 Additional monthly pumping power expense 
24 Number of months 
25 Additional projected annual pumping power expense 
26 
27 Increase(decrease) in Purchased Power Expense 
28 
29 Adjustment to Revenue and/or Expense 
30 
31 

Adjustment to Revenue andlor Expense 

Proiected Additional Purchased Power ExDenSe 
Test year purchased power expense 

$ 179,937 

$ 179,937 

$ 179,937 

$ 20,220 
52.647 

$ 0.3841 

400 
5.155 
2,062 

$ 0.3841 
$ 792 

12 
$ 9,503 

$ 9,503 

$ 9,503 

.~ 
32 REFERENCE 
33 Testimony 



Red Rock Ultiities, LLC -Water Division 
Test Year Ended December 31,2013 

Adjustment to Revenues and Expenses 
Adjustment Number 5 

Reverse Revenue Accrual 

Line 
- No. 

1 
2 
3 
4 
5 Total 
6 
7 
8 Increase(decrease) in Metered Revenues 
9 
10 Adjusbnent to Revenue andlor Expense 
11 
12 
13 REFERENCE 
14 Testimony 
15 workpapers 
16 
17 
18 
19 
20 

Revenue accrual recorded during test year 

Exhibit 
Schedule C-2 
Page 6 
Witness: Bourassa 

$ 15,371 

5 15,371 

5 (15,371) 

5 (1 5,37 1 ) 



Red Rock Ultiities, LLC .Water Division 
Test Year Ended December 31.2013 

Adjustment to Revenues and Expenses 
Adjustment Number 6 

Remove Sales Tax Exoense 

Line 
No 
1 
2 
3 
4 
5 Total 
6 
7 
8 Increase(decrease) in Sales Tax Expense 
9 
10 Adjustment to Revenue andlor Expense 
1 1  
12 

Test year sales tax expense 

13 REFERENCE 
14 C-I 
15 Testimony 
16 work~apers 
17 
18 
19 
20 

Exhibit 
Schedule C-2 
Page 7 
Witness: Bourassa 

$ 23,977 

$ 23,977 

$ (23,977) 

$ (23,977)- 



Red Rock Ultiities, LLC -Water Division 
Test Year Ended December 31,2001 

Adjustment to Revenues and Expenses 
Adjustment Number 7 

Remove Verano Division Expense 

Line 
NO. 
1 
2 
3 
4 
5 Total 
6 
7 Increase(decrease) in Miscelianeous Expense 
8 
9 
10 
11 
12 

- 
Test year expenses related to Verano 

Adjustment to Revenue andlor Expense 

~~ 

13 REFERENCE 
14 C-1 
15 Testimony 
16 work papers 
17 
18 
19 
20 
21 
22 

Exhibit 
Schedule C-2 
Page 8 
Witness: Bourassa 

2.279 

$ 2,279 

$ (2,279) 

$ (2,279) 



Line 
- No. 
1 
2 
3 
4 
5 
6 

7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 

Red Rock Ultiities, LLC - Water Division 
Test Year Ended December 31,2013 

Adjustment to Revenues and/or Expenses 

Exhibit 
Schedule C-2 
Page 9 

Adjustment Number 8 Witness: Bourassa 

Income Tax ComDutation 

Test Year Adjusted 
Adjusted with Rate 

Increase 
Revenue $ 533,046 $ 547,525 
Operating Expenses Excluding lnwme Taxes 416,350 416,591 
Synchronized Interest 

Income Before Taxes $ 116,695 $ 130,934 

Arizona Income Before Taxes $ 116,695 $ 130,934 

Rate = 
Arizona Taxable lnwme 

Arizona lnmme Taxes 

Federal Income Before Taxes 

Less Arizona Income Taxes 

Federal Taxable Income 

Less: Effective Arizona Income Tax $ 5 
0.0000% ’ 

$ 116,695 $ 130,934 

$ $ 

$ 116,695 $ 130,934 

5 $ 

$ 116,695 $ 130,934 

FEDERAL INCOME TAXES: 
Effective Federal Tax Rate = 

Federal income Taxes 

Total Income Tax 

Overall Tax Rate 

Income Tax 
Test Year Income tax Expense 
Adjustment to Income Tax Expense 

See work papers/testimony 1 

0.0000% ’ $ 

0.00% 0.00% 



Red Rock Ultiities, LLC -Water Division 
Test Year Ended December 31,2013 

Computation of Gross Revenue Conversion Factor 

Exhibit 
Schedule C-3 
Page 1 
Witness: Bourassa 

Line ~ 

- NO Description 
1 Combined Federal and State Effective Income Tax Rate 

Percentage 
of 

Incremental 
Gross 

Revenues 
0.000% 

L 

3 Property Taxes 
4 
5 
6 Total Tax Percentage 
7 
8 
9 
10 
11 
12 
13 1 = Gross Revenue Conversion Factor 
14 Operating Income % 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

Operating Income % = 100% -Tax Percentage 

1.661% 

98.339% 

1.0169 

25 SUPPORTING SCHEDULES: 
26 C-3. page2 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

1.661% 

RECAP SCHEDULES: 
A-I 



s 130,834 
6 116,695 

6 14.239 

f 28,809 
s 26 568 

I 241 

E 14.180 - 

OOOW% 







Red Rock Ultiities, LLC -Water Division 
Test Year Ended December 31,2013 

Cost of Preferred Stock 

Exhibit 
Schedule 0-3 
Page 1 
Witness: Bourassa 

Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

End of Test Year End of Proiected Year 

Description Shares Dividend Shares Dividend 
of Issue Outstanding Amount Requirement Outstanding Amount Requirement 

NOT APPLICABLE, NO PREFERRED STOCK ISSUED OR OUTSTANDING 

SUPPORTING SCHEDULES: 
E-I 

RECAP SCHEDULES: 
D- 1 



Red Rock Ultiities, LLC -Water Division 
Test Year Ended December 31, 2013 

Cost of Common Equity 

Exhibit 
Schedule 0-4 
Page 1 
Witness: Bourassa 

Line 
No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 SUPPORTING SCHEDULES: 
18 E-I 
19 Testimony 
20 

The Company is proposing a cost of common equity of 9.50% . 

RECAP SCHEDULES: 
D-I 



Red Rock Ultiities, LLC . Water Division 
Test Year Ended December 31. 2013 

Comoaratie Balance Sheets 

Exhibit 
Schedule E-I 
Paoe 1 

Line 
No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 

ASSETS 
Plant In Service 
Non-Utility Plant 
Construction Work in Progress 
Pland Hld for Future Use 
Less: Accumulated Depreciation 
Net Plant 

Debt Reserve Fund 

CURRENT ASSETS 
Cash and Equivalents 
Restricted Cash 
Accounts ReceNable, Net 
Inter-Diiision Receivable 
Notes Receivable 
Materials and Supplies 
Prepayments 
Other Current Assets 
Total Current Assets 

Unamortized Debt Discount 
Other Deferred Debits 
Deferred Debits 

Other Investments 8 Special Funds 

TOTAL ASSETS 

- 
Witness: Bourassa 

Test 
Year Year Year 

Ended Ended Ended 
12/31/2013 12/31/2012 12/31/2011 

$ 6,245,444 $ 6,234,788 $ 6,200,108 

719.573 709.407 341,135 
(1,901.802) (1,592.51 1) (1,283,821) 

$ 5,063,215 $ 5,351,684 $ 5,257,422 

$ 3,037 $ 41,559 $ 79,340 

28,623 17,310 62,106 
1,685.351 1,475,166 1,565,665 

$ 1,717,011 $ 1,534,035 5 1,707.111 

$ 6,780,226 $ 6,885,719 $ 6,964,533 

LIABILITIES AND STOCKHOLDERS EQUITY 

Member Equity $ 2,326,064 

Long-Term Debt $ 

Accounts Payable $ (664) 
Current Portion of Long-Term Debt 

CURRENT LIABILITIES 

Payables to Associated Companies 492.077 
Security Deposits 44,505 
Customer Meter Deposits, Current 124,172 
Accrued Taxes 1.117 
Accrued Interest 

$ 2,476.587 $ 2,700,384 

$ (246) $ (246) 

373.21 1 143,209 
54,029 48,016 

130.240 138,086 
989 1,033 

Other CLrrenl Lianillies 
Total Current Lianilities 

DEFERRED CREDITS 

770 331 
$ 661.977 $ 558,554 $ 330,098 

Customer Meter Deposits, less current $ $ $ 
Advances in Aid of Construction 3.61 1.056 3,657,763 3,729,551 
Accumulated Deferred lncnme Taxes 
Contributions In Aid of Construction 233,715 233,715 233,715 
Accumulated Amortization 
Total Deferred Credas 

(52,586) (40,900) (29,215) 
$ 3,792,185 $ 3.850.578 $ 3,934,051 

Total Liabilities &Common Equity $ 6,780,226 $ 6.885.719 $ 6,964,533 

SUPPORTING SCHEDULES: RECAP SCHEDULES: 
A-3 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

Red Rock Ultiities, LLC -Water Division 
Test Year Ended December 31.2013 

Comparative Income Statements 

Revenues 
Metered Water Revenues 
Unmetered Water Revenues 
Other Water Revenues 

Total Revenues 
Operating Expenses 

Salaries and Wages 
Employee Pensions and Benefits 
Purchased Water 
Purchased Power 
Chemicals 
Repairs and Maintenance 
Office Supplies and Expense 
Contractual Services - Engineering 
Contractual Services - Mgmnt Fee 
Contractual Services - Legal &Accounting 
Contractual Services - Other 
Contractual Services -Water Testing 
Rents 
Transportation Expenses 
Insurance -Vehicle 
Insurance - General Liability 
Insurance -Worker's Comp 
ReQulatoN Commission Expense 

Exhibit 
Schedule E-2 
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Test 
Year 

Ended 
12/31/2013 

5 359.204 

9,276 
$ 368,480 

$ 45,670 
1,564 

20,220 
2,365 

37.989 
884 

60,000 
27,776 
16,914 
1,378 

Prior Prior 
Year Year 

Ended Ended 
12/31/2012 12/31/2011 

$ 301,854 $ 433.949 

45,713 8,352 
$ 347,567 $ 442,301 

$ 57,688 5 58,770 
(1.349) (1.707) 

18,897 22,023 
4,959 2,145 

31,393 39,701 
796 2.239 

56,000 46,000 
33,688 25,638 
12,109 3,299 
1,458 865 

11,438 8,834 11,005 

- 
Regulatory Commission Expense - Rate Case 
Bad Debt Expense 
Miscellaneous Expense 15,637 21,020 13,904 
Sales Tax Expense 23,977 22.667 27,884 
Depreciation Expense 297,605 297,005 296,543 
Taxes Other Than Income 3,458 4,499 4,632 
Property Taxes 2.128 1,998 1,969 
Income Tax 

Total Operating Expenses 
Operating Income 
Other Income (Expense) 

Interest Income 
Other income 
Interest Expense 
Other Expense 
Gain (loss) on Disposal of Equip 

Total Other Income (Exoense) 
Net Profit (Loss) 

SUPPORTING SCHEDULES: 

5 569,003 $ 571,662 $ 554.910 
$ (200,523) $ (224,095) $ (112,609) 

4.859 299 565 

$ 4,859 $ 299 $ 565 
1195,664) $ (223,796) $ (112,044) 

RECAP SCHEDULES: 
A-2 



Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 

Red Rock Ultiities, LLC -Water Division 
Test Year Ended December 31,2013 

Detail of Plant in Service 

Acct. 
- No. Plant Descriution 

301 Organization Cost 
302 Franchise Cost 
303 Land and Land Rights 
304 Structures and Improvements 
305 Collecting and Impounding Res. 
306 Lake River and Other Intakes 
307 Wells and Springs 
308 Infiltration Galleries and Tunnels 
309 Supply Mains 
310 Power Generation Equipment 
31 1 Electric Pumping Equipment 
320 Water Treatment Equipment 
320 Water Treatment Equipment 

320.1 Water Treatment Plant 
320.2 Chemical Solution Feeders 

330 1 Storage tanks 
330.2 Pressure Tanks 
333 Services 
334 Meters 
335 Hydrants 
336 Backflow Prevention Devices 
339 
340 Office Furniture and Fixtures 

341 Transportation Equipment 
342 Stores Equipment 
343 Tools and Work Equipment 
344 Laboratory Equipment 
345 Power Operated Equipment 
346 Communications Equipment 
347 Miscellaneous Equipment 
348 Other Tangible Plant 

330 Dist. ReSeNOirS & Standpipe 

Other Plant and Miscellaneous Equipment 

340.1 Computer Sftware 8 Equipment 

TOTAL WATER PLANT 

SUPPORTiNG SCHEDULES 

Exhibit 
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Plant 
Additions, 

Plant Reclass- Plant 
Balance ications or Balance 

at or at 
12/31/2012 Retirements 12/31 1201 3 

$ 54.297 $ - $ 54,297 
95,236 95,236 
32,810 32.810 
8,049 8.049 

691,317 691,317 

51.082 51,082 

573,066 573,066 

1,454,518 1,454,518 

2,343,549 
518,785 
143,678 
208,018 

651 
5,752 

8.224 
3.836 
2.856 

14,718 
18,224 

2,343,549 
51 8.785 

10,656 154,334 
208,018 

651 
5,752 

8.224 
3,836 
2,856 

14,718 
18,224 

6,124 6,124 

$ 8,234,790 $ 10,656 $ 6,245,446 

RECAP SCHEDULES: 
A 4  
€-I 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 

Red Rock Ultiities, LLC -Water Division 
Test Year Ended December 31,2013 

Operating Statistics 

WATER STATISTICS: 

Total Gallons Sold (in Thousands) 

Water Revenues from Customers: 

Year End Number of Customers 

Annual Gallons (in Thousands) 
Sold Per Year End Customer 

Annual Revenue per Year End Customer 

Pumping Cost Per 1,000 Gallons 
Purchased Water Cost per 1,000 Gallons 
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Test Prior Prior 
Year Year Year 

Ended Ended Ended 
12/31/2013 12/31/2012 12/31/2011 

52,647 45,527 54,238 

$ 359,204 $ 301,854 $ 433,949 

586 606 573 

90 75 95 

$ 612.98 $ 498.11 $ 757.33 

$ 0.3841 $ 0.4151 $ 0.4060 
$ - $  - $  



Line 

Red Rock Ultiities, LLC -Water Division 
Test Year Ended December 31,2013 

Taxes Charged to Operations 
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3 State Income Taxes 
4 Federal Income Taxes 
5 Payroll Taxes 
6 Property Taxes 
7 
8 Totals 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

Test Prior Prior 
Year Year Year 

Ended Ended Ended 
12/31/2013 12/31/2012 12/31/2011 

$ - $ - $  

3,458 4,499 4,632 
2,128 1,998 1,969 

$ 5,586 $ 6,497 $ 6,601 



Red Rock Ultlities, LLC -Water Division 
Test Year Ended December 31, 2013 

Notes To Financial Statements 
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Line 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 

No 

The Company does not conduct independent audits, reviews andlor compilations. Accordingly, there are no 
notes which are typically associated with these financial statements Management makes the following 
notations to the finanical statements contained herein: 

Significant Accounting Policies -The Company prepares its financial statements in accordance with 
accounting principles generally accepted in the United States of America and the accounting records of the are 
are maintained in accordance with the uniform svstem of accounts as Drescribed bv the National Association 

22 
23 
24 
25 
26 
27 

29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

by developers and customers for plant expansion. In addition, this amount includes the remaining balance, if any, 
of advances in aid of construction at the end of the repayment period. The contributions in aid of construction are 
being amortized at a rate equal to the rate allowed for depreciation, as a reduction of depreciation expense 

Advances in Aid of Construction -Customer advances for construction are subject to refund in accordance with 
agreements approved by the Arizona Corporation Commission. Agreements provide for refunds which are typically 
equal to 10 percent of annual water revenue generated from the expansion. The repayments are for a maximum 
agreed upon period or until repaid in full. Any balance remaining at the end of the agreed-upon period for repayment 
becomes a contribution in aid of construction. 

28 

of Regulatory Utility Commissioners (USOA 1996). Significant accounting policies are as follows: 

Utility Plant - Property. plant and equipment is stated at cost less accumulated depreciation provided on a 
straight-line basis. 

Depreciation rates for asset classes of utility property, plant and equipment are established by the 
Commission. The cost of additions, including betterments and replacements of units of utility fixed aSSetS are 
charged to utility property, piant and equipment. When units of utility property are replaced, renewed or 
retired. their cost Dius removal or disoosal costs. less salvaae Droceeds. is charaed to accumulated - .  - 
depreciation 

Revenue Recognition -Revenues are recognized on the accrual method. Under this method, revenue is 
recognized when earned rather than when collected, and expenses are recognized when incurred rather than 
when paid. 

Contributions in Aid of Construction -Contributions in aid of construction (CiAC) are nonrefundable contributions 



Line 
No 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

Red Rock Ultlities, LLC -Water Division 
Test Year Ended December 31,2013 

Projected Income Statements - Present & Proposed Rates 
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Revenues 
Metered Water Revenues 
Unmetered Water Revenues 
Other Water Revenues 

At Present At Proposed 
Rates Rates 

Test Year Year Year 
Actual Ended Ended 
Results 12/31/2014 12/31/2014 

$ 359,204 $ 523.770 $ 538,249 

9,276 9,276 9,276 
P, 368,480 $ 533,046 $ 547,525 - 

Operating Expenses 
Salaries and Wages $ 
Salaries and Wages - Officers and Directors 
Employee Pensions and Benefits 
Purchased Water 
Purchased Power 
Chemicals 
Repairs and Maintenance 
Office Supplies and Expense 
Contractual Services - Engineering 
Contractual Services -Accounting 
Contractual Services - Legal 
Contractual Services - Other 
Contractual Services -Water Testing 
Rents - Equipment 
Transportation Expenses 
Insurance - Vehicle 
Insurance - General Liability 
Insurance - Worker's Comp 
Regulatory Commission Expense 
Regulatory Commission Expense - Rate Case 
Bad Debt Expense 
Miscellaneous Expense 
Depreciation Expense 
Taxes Other Than lncame 
Property Taxes 
Income Tax 

45,670 
1,564 

20,220 
2.365 

37,989 
884 

60,000 
27,776 
16,914 
1,378 

11,438 

15,637 
23.977 

297.605 
3,458 
2,128 

$ 45.670 
1,564 

29,723 
2,365 

37,969 
884 

60,000 
27,776 
16,914 
1,378 

11,438 

5,000 

13,358 

132,265 
3,458 

26,568 

$ 45,670 
1.564 

29,723 
2,365 

37,989 
884 

60,000 
27,776 
16,914 
1,378 

11,438 

5,000 

13,358 

132,265 
3,458 

26,809 

Total Operating Expenses 
Operating Income 
Other Income (Expense) 

Interest Income 
Other income 
Interest Expense 
Other Expense 
Gain/Loss Sale of Fixed Assets 

Total Other Income (Expense) $ 4,859 $ 4,859 $ 4,859 
Net Profit (Loss) $ (195,664) $ 121,554 $ 135,793 

$ 569,003 $ 416.350 $ 416,591 
$ (200,523) $ 116.695 $ 130.934 

4.859 4,859 4.859 

SUPPORTING SCHEDULES: 
c - l  



Red Rock Ultiities, LLC -Water Division 
Test Year Ended December 31,2013 

Projected Statements of Changes in Financial Position 
Present and Proposed Rates 
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Line - No. 
1 
2 

5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

Cash Flows from Operating Activities 
Net Income 
Adjustments to reconcile net income to net cash 

provided by operating activities: 
Depreciation and Amortization 
Depreciation Adjustments 
Changes in Certain Assets and Liabilities: 

Accounts Receivable 
Unbilled Revenues 
Materials and Supplies Inventory 
Prepaid Expenses 
Security Deposits 
Notes Receivable 
Accounts Payable 
Intercompany payable 
Customer Meter Deposits 
Taxes Payable 
Other assets and liabilities 

Net Cash Flow provided by Operating Activities 
Cash Flow From Investing Activities: 

Capital Expenditures 
Plant Held for Future Use 
Changes in debt reserve fund 

Net Cash Flows from Investing Activities 
Cash Flow From Financing Activities 

Change in Restricted Cash 
Change in net amounts due to parent and affiliates 
Net Receipt contributions in aid of ConstruCtion 
Net receipts of advances in aid of construction 
Repayments of Long-Term Debt 
Dividends Paid 
Deferred Financing Costs - 
Paid in Capital 

Net Cash Flows Provided bv Financina Activities 
I 

Increase(decrease) in Cash and Cash Equivalents 
Cash and Cash Equivalents at Beginning of Year 
Cash and Cash Equivalents at End of Year 

SUPPORTING SCHEDULES: 
E-3 

At Present At Proposed 
Rates Rates 

Test Year Year Year 
Ended Ended Ended 

12/31/2013 12/31/2014 12/31/2014 

$ (195,664) $ 121,554 $ 135,793 

297,605 297.005 296,543 

(1 1,313) 

(9.524) 
(210,185) 

(418) 
118.866 

(6,068) 
128 
439 

$ (16,134) $ 418,559 $ 432,336 

(20.822) (40,000) (40,000) 

$ (20,822) $ (40,000) $ (40,000) 

(46.707) (46,707) (46,707) 

45,141 

(38,522) 331,852 345,629 
41,559 3,037 3,037 

$ 3,037 $ 334,889 $ 348,666 

$ (1,566) $ (46,707) $ (46,707) 



Line 
No. 
1 
2 
3 
4 
5 
6 
7 

9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 

a 

Red Rock Ultiities, LLC -Water Division 
Test Year Ended December 31, 2013 
Projected Construction Requirements 

Account 
Number Plant Asset: 

301 Organization Cost 
302 Franchise Cost 
303 Land and Land Rights 
304 Structures and Improvements 
305 Collecting and Impounding Res. 
306 Lake River and Other Intakes 
307 Wells and Springs 
308 Infiltration Galleries and Tunnels 
309 Supply Mains 
310 Power Generation Equipment 
3.1 1 Electric Pumping Equipment 
320 Water Treatment Equipment 
320 Water Treatment Equipment 

320.1 Water Treatment Plant 
320.2 Chemical Solution Feeders 
330 Dist. Reservoirs 8 Standpipe 

330.1 Storage tanks 
330.2 Pressure Tanks 
333 Services 
334 Meters 
335 Hydrants 
336 Backflow Prevention Devices 
339 
340 Office Furniture and Fixtures 
341 Transportation Equipment 
342 Stores Equipment 
343 Tools and Work Equipment 
344 Laboratory Equipment 
345 Power Operated Equipment 
346 Communications Equipment 
347 Miscellaneous Equipment 
348 Other Tangible Plant 

Other Plant and Miscellaneous Equipment 

37 Total 

39 
40 

38 

- - 2014 
$ 

20,000 

10,656 10,000 

10.000 

$ 10,656 $ 40,000 
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Red Rock Ultiities, LLC -Water Division 
Test Year Ended December 31,2013 

Assumptions Used in Rate Filing 
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Line 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

- NO 
Property Taxes were computed using the method used by the Arizona Department 
of Revenue modified for ratemaking 

Projected construction expenditures are shown on Schedule A-4 

Expense adjustments are shown on Schedule C2. and are explained in the testimony 
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Red Rock Utilities, LLC 
Docket No: WS-04245A-14- 

August 4,2014 

WASTEWATER DIVISION 
SCHEDULES 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 

Red Rock Ultiities, LLC -Wastewater Division 
Test Year Ended December31, 2013 

Computation of Increase in Gross Revenue 
Requirements As Adjusted 

Fair Value Rate Ease 

Adjusted Operating Income 

Current Rate of Return 

Required Operating Income 

Required Rate of Return 

Operating Income Deficiency 

Gross Revenue Conversion Factor 

Increase in Gross Revenue 
Requirement 

Adjusted Test Year Revenues 
Increase in Gross Revenue Revenue Requirement 
Proposed Revenue Requirement 
% Increase 

Customer 
Classification 
{Residential Commercial. Irriaation) 
5/8x314 Inch Residential 

518x314 Inch Commercial 
2 Inch Commercial 

Effluent 

Revenues From Projected Customer Growth 

Subtotal 

Miscellaneous Revenues 
Reconciling Amount 
Rounding 
Total of Water Revenues 

SUPPORTING SCHEDULES: 
&I 
c-I 
c-3 
H-I 
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$ 936.3 12 

(262,075) 

-27.99% 

$ 88,950 

9.50% 

$ 351.024 

1.0169 

5 356,955 

5 477.549 
5 356.955 
$ 834,504 

74.75% 

Present Proposed Dollar Percent 
Rates E - -  Increase 

$ 267,336 $ 472,383 $ 205,047 76.70% 

948 1,675 727 76.70% 
7,584 13.401 5,817 76.70% 

12.224 12,224 0.00% 
0.00% 

189.600 335,023 145,423 76.70% 

5 477,692 5 834,706 5 357,014 74.74% 

0.00% 
(59) 41.26% 

0.00% 
5 477,549 $ 834,504 $ 356,955 74.75% 

(143) (202) 



Red Rock Ultiities, LLC ~ Wastewater Division 
Test Year Ended December 31.2013 

Summary of Results of Operations 
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Proiected Year 
Test Year Present Prouosed __ 

Line Prior Years Ended Actual Adjusted Rates Rates 
- No. Descriotion 12/31/2011 12/31/2012 12/31/2013 12/31/2013 12/31/2014 12/31/2014 
1 Gross Revenues $ 275.632 $ 275,587 $ 287.949 $ 477.549 $ 477,549 $ 834,504 
2 ~ 

3 Revenue Deductions and 
4 Operating Expenses 
5 
6 Operating Income 
7 
8 Other Income and 
9 Deductions 
10 
11 Interest Expense 
12 
13 Netlncome 
14 
15 Earned Per Average 
16 Common Share 
17 
18 Dividends Per 
19 Common Share 
20 
21 Payout Ratio 
^^ 

1,142,333 1,137,937 i.oa4.562 739,624 739,624 745,554 

$ (866.701) $ (862,350) $ (796.613) $ (262,075) $ (262,075) $ 88,950 

2,266 1,976 4.859 4,859 4,859 4,859 

5 (864.435) $ (860,374) $ (791.754) $ (257.216) $ (257,216) $ 93.809 

NA NA NA NA NA NA 

NA NA NA NA NA NA 

LL 

23 Return on Average 

25 
26 Return on Year End 
27 Capital -8.30% -8.355b -8.04% -2.87% -2.93% 
28 
29 Return on Average 
30 Membel's Equily -28.04% -32.60% -33.61% -10.16% -13.37% 
31 
32 Return on Year End 
33 Common Equity -33.00% -32.36% -38.58% -10.71% -14.33% 
34 
35 Times Bond Interest Earned 
36 Before lnwme Taxes 
37 
38 Times Total interest a id  
39 Preferred Dividends Earned 
40 After Income Taxes 
41 
42 
43 
44 
45 
46 
47 c-I 
48 E-2 
49 F-l 
50 

24 Invested Capital -8.13% -8.30% -7.85% -2.87% -2.90% 1.06% 

1.07% 

4.47% 

4.37% 



Line 
- No. 
1 

4 
5 

8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

Red Rock Ultiities, LLC -Wastewater Division 
Test Year Ended December 31,2013 

and Gross Utility Plant in Service 

Exhibit 
Schedule A 4  

Construction Expenditures Page 1 
Witness: Bourassa 

Prior Year Ended 12/31/2011 

Prior Year Ended 12/31/2012 

Test Year Ended 12/31/2013 

Projected Year Ended 12/31/2014 

SUPPORTING SCHEDULES: 
8-2 
E-5 
F-3 

Net Plant Gross 
Placed Utility 

Construction in Plant 
Exoenditures Service in Service 

841,417 841,417 12,215,061 

10,525 10,525 12,225.586 

36,969 36,969 12,262,555 

10,000 10,000 12,272,555 



Line 
- No. 
1 

2 
3 
4 
5 
6 
7 

9 
10 
11 
12 
13 
14 
15 
16 
17 

19 
20 
21 
22 
23 
24 
25 

a 

18 

26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 

39 
40 
41 
42 
43 
44 
45 
46 
47 

49 
50 

38 

48 

Red Rock Ultiities, LLC -Wastewater Division 
Test Year Ended December 31,2013 

Summaly of Rate Base 

Gross Utility Plant in Service 
Less: Accumulated Depreciation 

Net Utility Plant in Sewice 

- Less: 
Advances in Aid of Construction 

Contributions in Aid of Construction 

Accumulated Amortization of ClAC 

Customer Meter Deposits 
Deferred lncame Taxes & Credits 

& 
Unamortized Finance 
Charges 

Deferred Tax Assets 
Allowance for Working Capital 

Total Rate Base 

SUPPORTING SCHEDULES: 
E-2 
8-3 
8-5 
E- I  

Original Cost 
Rate base 

$ 8,489,666 
1,355,878 

$ 7,133,789 

Exhibit 
Schedule 8-1 
Page 1 
Witness: Bourassa 

Fair Value 
Rate Base 

$ 8,489,666 
1,355,878 

$ 7, i 33,789 

5 936,312 5 936.312 



Red Rock Ultiities, LLC -Wastewater Dlvlsion 
Test Year Ended December 31,2013 

Original Cost Rate Base Proforma Adjustments 

Line 
- No. 

1 Gross Utility 
2 Plant in Service 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
16 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 

Less: 
Accumulated 
Depreciation 

Net Utility Plant 
in Service 

Less: 
Advances in Aid of 

Construction 

Contributions in Aid of 
Construction - Gross 

Accumulated Amortization of ClAC 

Customer Meter Deposits 
Accumulated Deferred Income Tax 

Plus: 
Unamortized Finance 

Prepayments 
Materials and Supplies 
Working capital 

Charges 

33 
34 Total 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 SUPPORTING SCHEDULES: 
46 8-2, pages 2 
47 E-I 
48 
49 
50 

Actual 
at 

End of 
Test Year 

$ 12,262,555 

3,782,206 

5 8.480.349 

5,674,841 

549,043 

(123,535) 

5 2,380,000 

Exhibit 
Schedule 8-2 
Page 1 
Witness: Bourassa 

Adjusted 
at end 

Proforma of 
Adiustment Test Year 

(3,772,889) 5 8,489.666 

(2,426,328) 1,355,878 

$ 7,133.789 

5,874,841 

549,043 

97,127 (26,408) 

5 936,312 

RECAPSCHEDULES: 
B-I 



t. 
I N  

r; m 





Red Rock Ultiities, LLC. Wastewater Division 
TestYearEnded Deoember31.2013 

Original Cost Rate Base Proforma Adjustments 
Adjustment Number 1-A 

Excess CaPaCily Adiusfment 
Line 
- NO. 
1 
2 
3 Acct 
4 No Descriotim 
5 
6 380 Treatment Disposal Equipment 
7 

8 
9 TOTAL 
10 
1 1  
12 increase (decrease) in Plant-in-Sewice 
13 
14 Adjustment lo Plant-in-Servlce 
16 ."  
16 
17 Teslimony 
18 
19 
20 

Plant Projected Excess 
Balance Excess Capacity Capacity 

m & C ! L ? y m  Adiuslment 

5,240,123 72% $ 3,772.889 

$ 3,772.889 

$ (3,772,889) 

$ (3.772.889) 

Exhiblt 
Schedule 8-2 
Page 3 1 
Witness: Bourassa 
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Red Rock Ultiities. LLC - Wastewater Division 
Test Year Ended December 31,2013 

Original Cost Rate Base Proforma Adjustments 
mjustment Number 2-A 

A . u  m n  
Line 
- No. 

1 Computed Projected 
2 AID Balance Excess EXCeSS 
3 Acct. Before Capacity Capacity Capacity 
4 & Descrbtion Adiustment - Adiustmenl 
5 
6 380 Treatment8 Disposal Equipment $ 1,911.112 72% $ 1,376.000 
7 
8 
9 TOTAL 
10 
11 
12 Increase (decrease) in Plant-in-Service 
13 
14 Adjustment to Plant-in-Service 
15 
16 SUPPORTING SCHEDULES 
17 8-2 pages 3.1 
18 
19 
20 

$ 1,376,000 

$ (1,376,000) 

$ (1,376.000) 

Exhiba 
Schedule 6-2 
Page 4.1 
Witness: Baurassa 





Line 
- No. 

3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

Red Rock Ultiities, LLC -Wastewater Division 
Test Year Ended December 31, 2013 

Original Cost Rate Base Proforma Adjustments 
Adjustment 3 

Contributions-in-Aid of Construction (CIAC) and Accumulated Amortization 

Computed balance at end of PI 

Book balance at end of TY 

Increase (decrease) 

Adjustment to CIAC/AA CIAC 
Label 

SUPPORTING SCHEDULES 
E-I 
6-2. page 5.1 

Gross 
g.& 

$ 549,043 

$ 549.043 

$ 

$ 
3a 

Exhibit 
Schedule 6-2 
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Witness: Bourassa 

Accumulated 
Amortization 

$ 26,408 

$ 123,535 

$ (97,127) 

$ 97,127 
3b 





Red Rock Ultiities, LLC -Wastewater Division 
Test Year Ended December 31,2013 

Original Cost Rate Base Proforma Adjustments 
Adjustment 3 

Line 
- No. 

1 
2 
3 
4 ClAC 

Reclassification of AlAC and CiAC 

5 
6 AlAC 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 SUPPORTING SCHEDULES 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 

Exhibit 
Schedule 8-2 
Page 5 
Witness: Bourassa 



Red Rock Ultiities, LLC -Wastewater Division 
Test Year Ended December 31.2013 

Computation of Working Capital 

Exhibit 
Schedule 8-5 
Page 1 
Witness: Bourassa 

Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

Cash Working Capital (1/8 of Allowance 
Operation and Maintenance Expense) 

Pumping Power (1124 of Pumping Power) 
Purchased Water (1124 of Purchased Water) 
Prepaid Expenses 

Total Working Capital Allowance 

Working Capital Requested 

$ 51,492 
4,088 

111 

$ 55,691 

Total Operating Expense 
Less: 
Income Tax 
Property Tax 
Depreciation 
Purchased Water 
Pumping Power 
Allowable Expenses 
1/8 of allowable expenses 

Adiusted Test Year 
$ 739,624 

$ 
23,766 

203,130 
2,672 

98,122 
$ 41 1,934 
$ 51,492 

SUPPORTING SCHEDULES: RECAPSCHEDULES: 
E-I  B-I 



Red Rock Ultlltier. LLC -Wastewater Division Exhibit 

Line 
- No. 

1 
2 
3 
4 
5 
6 
7 

9 
10 
11 
12 
13 
14 
15 
16 
17 
I 8  
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 

a 

Test Year Ended December31, 2013 
lnwme Statement 

Test Year 
Book 

Results 
Revenues 

Metered Water Revenues $ 275,731 
Unmetered Water Revenues 12,218 
Other Water Revenues 

5 287.949 

Salaries and Wages 5 15.223 
Employee Pensions and Benefits 930 
Sludge Removal 7,538 
Purchased Water 2,672 
Purchased Power 59.605 
Chemicals 
Repairs and Maintenance 30,231 

Contractual Services - Engineering 
Contractual Services - Accounting 56.000 
Contractual Setvices - Legal 32,485 
Contractual Services -Other 220,686 
Contractual Services -Water Testing 13,797 
Rents - Equipment 
Transportation Expenses 
Insurance -Vehicle 
Insurance - General Liability 11,902 
Insurance -Worker% Comp 
Regulatory Commission Expense 
Regulatory Commission Expense - Rate Ca 
Bad Debt Expense 
Miscellaneous Expense 11,744 
Sales Tax Expense 
Depreciation Ekpense 584,152 
Taxes Other Than Income 3,115 
Property Taxes 31,199 
Income Tax 

Operating Expenses 

Office Supplies and Ekpense 3,283 

Total Operating Expenses 
Operating Income 
Other Income (Expense) 

Interest Income 
Other income 
Interest Expense 
Other Expense 

Total Other Income (Expense) 
Net Profit (Loss) 

C-t , page 2 
E-2 

$ i.oa4.562 
$ (796,613) 

4.859 

5 4,859 
$ (791,754) 

Schedule C-I 
Page 1 
Witness: Bourassa 

Test Year Proposed Adjusted 
Adjusted Rate with Rate 

Adiustment Results lncreaSe lncTeaSe 
s 189.600 5 465,331 $ 356.955 $ ~22,286 

12,218 12.218 

5 189.600 $ 477,549 $ 356,955 5 834,504 

- 5  

38,517 

5,000 

(381,022) 

(7.433) 

15,223 
930 

7.538 
2,672 

98,122 

30.231 
3.283 

56,000 
32,485 

220,686 
13.797 

11,902 

5,000 

11,744 

203,130 
3,115 

23,766 

5 15,223 
930 

7,538 
2,672 

98,122 

30,231 
3.283 

56,000 

220.686 
13.797 

32,485 

11,902 

5,000 

11,744 

203.130 
3.115 

5.930 29,696 

5 (344,938) 5 739,624 5 5.930 5 745,554 
$ 534.538 $ (262,075) $ 351.024 5 88.950 

4,859 4,859 

5 - $  4,859 $ - $ 4,859 
5 534,538 5 (257,216) $ 351,024 $ 93,809 - 

RECAP SCHEDULES: 
A-I  





Line 
NCL 

1 
2 
3 
4 Revenues 
5 
6 Expenses 
7 
8 Operating 
9 Income 
10 
11 Interest 
12 Expense 
13 Other 
14 Income/ 
15 Expense 
16 
17 Net Income 
18 
19 
20 
21 
22 
23 
24 
25 Revenues 
26 
27 Expenses 
28 
29 Operating 
30 Income 
31 
32 Interest 
33 Expense 
34 Other 
35 Income/ 
36 Expense 
37 
38 Netlncome 
39 

Red Rock Ultiities, LLC - Wastewater Division 
TestYearEndedDecember31,2013 

Adjustments to Revenues and Expenses 

- 5 

Exhibit 
Schedule C-2 
Page 1 
Witness: Bourassa 

6 
Adiustments to Revenues and Expenses 

4 2 3 - 1 - 
Annualized Reverse Intentionally 

Property Rate Revenues Revenue Len 
DeDreciation - Taxes Case ExDense Proiected Growth Accrual - Blank Subtofal 

189.600 189,600 

(381,022) (7,433) 5,000 (383,455) 

381,022 7.433 (5.000) 189,600 573,055 

Adiustmenls lo Revenues and ExPenSeS 
7 - 8 9 10 - 11 - 12 

Intentionally Intentionally lntenhonaliy Intentionally Intentionally Intentionally 
Left Left Lefl Lefl Len Lefl 

- - 
- Blank Blank - Blank && - Blank Subtofal 

189.600 

573,055 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 

Acct 
- No. 
351 
352 
353 
354 
355 
360 
361 
362 
363 
364 
366 
367 
370 
371 
374 
375 
380 
381 
382 
389 
390 

390.1 
391 
392 
393 
394 
396 
398 

Red Rock Ultiities. LLC -Wastewater Division 
TestYearEnded December31.2013 

Adjustments to Revenues and Expenses 
Adjustment Number 1 

DeDrecialion EXPenSe 

Description 
Organization 
Franchise 
Land 
Structures 8 Improvements 
Power Generation 
Collection Sewer Forced 
Coilenion Sewers Gravity 
Special Collecting Stnrctures 
Customer Services 
Flow Measuring Devices 
Reuse Services 
Reuse Meters And Instaliation 
Receiving Wells 
Pumping Equipment 
Reuse Distribution Reservoirs 
Reuse Trans. and Dist. System 
Treatment 8 Disposal Equipment 
Plant Sewers 
Outfall Sewer Lines 
Other Sewer Plant 8 Equipment 
Olfice Furniture 8 Equipment 
Computers and Software 
Transporialion Equipment 
Stores Equipment 
Tools, Shop And Garage Equip 
Laboratory Equip 
Communication Equip 
Other Tangible Plant 

TOTALS 

Less: Amonization of Contributions 
Total DeprKiation Expense 

Adjusted Test Year Depreciation Expense 

increase (decrease) in Depreciation Expense 

Adjustment l o  Revenues andlor Expenses 

SUPPORTING SCHEDULE 
8-2. page 3 

Adjusted 
Original 

Cost - 
11.983 
59,751 

6.538 
14.298 

5.978.394 

26,931 

280,411 
625.073 

1.467.234 

10,039 

8,224 

790 

Fully 
Dew/ DeDreciabk 

Non-Depr 
(11.983) 
(59.751) 

(6.538) 

(8.22 

14.298 

5,978,394 

26.931 

280,411 
625,073 

1,467.234 

10,039 

790 

$ 8,489,666 $ (86,496) $ 8,403,170 

Exhibit 
Schedule C-2 
Page 2 
Wltness: Bourassa 

Proposed Depreciation 
Rates 

0.00% 
0.00% 
0.00% 
3.33% 476 
5 00% 
2 00% 
2 00% 119,568 
2 00% 
2 00% 

10 00% 
2 00% 539 
8 33% 
3 33% 

12 50% ~~~ ~ 

2.50% 7,010 
2.50% 15,627 
5.00% 73.362 
5.00% 
3.33% 
6.67% 
6.67% 670 

20.00% 
20.00% 
4.00% 
5.00% 

10.00% 79 
10.00% 
10.00% 

5 217.330 

Gross ClAC Arnort Rate 
5 549.043 2.5863% $ (14,200) 

$ 203,130 

584,152 

(381,022) 

$ (381.022) 



Red Rock Ultiities, LLC .Wastewater Division 
Test Year Ended December 31,2013 

Adjustment to Revenues and Expenses 
Adjustment Number 3 

Rate Case ExDenSe 

Line 
No 

1 
2 
3 Estimated Rate Case Expense 
4 
5 
6 
7 Annual Rate Case Expense 
8 
9 
10 
11 Increase(decrease) Rate Case Expense 
12 
13 Adjustment to Revenue andlor Expense 
14 
15 
16 
17 
18 
19 
20 

Estimated Amortization Period in Years 

Test Year Rate Case Expense 

Exhibit 
Schedule C-2 
Page 4 
Witness: Bourassa 

$ 25,000 

5 

$ 5,000 

$ 

$ 5,000 

$ 5,000 



Red Rock Ultiities, LLC .Wastewater Division 
Test Year Ended December 31,2013 

Adjustment to Revenues and Expenses 
Adjustment Number 4 

Additional RevenuesIExpense from Proiected Customer Growth 

Line 
No. 
i 

1 Proiected Additional Revenues 
2 Proiected additional number of customers over next 5 years 
3 
4 Additional monthly revenues 
5 Number of months 
6 Additional projected annual revenues 
7 
8 Total additional annual revenues 
9 
10 Increase(decrease) in Metered Revenues 
11 
12 Adjustment to Revenue andlor Expense 
13 
14 Proiected Additional Purchased Power Expense 
15 Test year purchased power expense 
16 Gallons soid (in 1000s) 
17 Cost per 1,000 gallons 
18 
19 
20 
21 Additional gallons treated 
22 Cost per 1.000 gallons 
23 Additional monthly pumping power expense 
24 Number of months 
25 Additional projected annual pumping power expense 
26 
27 Increase(decrease) in Purchased Power Expense 
28 
29 Adjustment to Revenue andlor Expense 
30 
31 
32 REFERENCE 
33 Testimony 

Average 518x314 inch residential monthly bill during test year (H-2, page 1) 

Projected additional number of customers over next 5 years 
Average gallons treated per month 

Exhibit 
Schedule C-2 
Page 5 
Witness: Bourassa 

400 
$ 39.50 
$ 15,800 

12 
189,600 

$ 189,600 

$ 189.600 

$ 189,600 

$ 59,605 
24,435 

$ 2.4393 

400 
3.290 
1,316 

$ 2.4393 
$ 3,210 

12 
$ 38,517 

$ 38,517 

$ 38,517 



Red Rock Ultiities, LLC - Wastewater Division 
Test Year Ended December 31, 201 3 

Adjustment to Revenues and Expenses 
Adjustment Number 2 

ProDertV Taxes 

Line 
- No. DESCRIPTION 

1 Company Adjusted Test Year Revenues - 2007 
2 Weight Factor 
3 Subtotal (Line 1 * Line 2) 
4 Company Recornmended Revenue 
5 Subtotal (Line 4 + Line 5) 
6 Number of Years 
7 Three Year Average (Line 5 I Line 6) 
8 Department of Revenue Mutilplier 
9 Revenue Base Value (Line 7 * Line 8) 
10 Plus: 10%0fCWlP-2010 
11 Less: Net Book Value of Licensed Vehicles 
12 Full Cash Value (Line 9 + Line 10 - Line 11) 
13 Assessment Ratio 
14 Assessment Value (Line 12 * Line 13) 
15 Composite Property Tax Rate - Obtained from ADOR 
16 Test Year Adjusted Property Tax Expense (Line 14 * Line 15) 
17 Taxon Parcels 
I 8  Total Properly Taxes (Line 16 + Line 17) 
19 Test Year Properly Taxes 
20 Adjushnent to Test Year Properly Taxes (Line 18 - Line 19) 
21 
22 Property Taxon Company Recommended Revenue (Line 16 +Line 17) 
23 Company Test Year Adjusted Property Tax Expense (Line 18) 
24 Increase in Property Tax Due to Increase in Revenue Requirement 
25 
26 Increase in Properly Tax Due lo  Increase in Revenue Requirement (Line 24) 
27 Increase in Revenue Requirement 
28 InCreaSe in Properly Tax Per Dollar Increase in Revenue (Line 26 I Line 27) 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

Exhibit 
Schedule C-2 
Page 3 
Witness: Bourass; 

Test Year ComDanv 
as adiusted Recommenbed 

$ 477,549 $ 477.549 - - z 1 

955.098 955,098 
477.549 834,504 

1,432,647 1,789,602 
3 3 

477,549 596,534 
2 2 

955,098 1,193,068 

1,411 1.411 
953,687 1,191,656 

18.0% 18.0% 
171,664 214.498 

13.8445% 13.8445% 
$ 23,766 $ 29,696 

$ 23,766 
$ 31,199 
$ (7,433L 

~ 

$ 29,696 
$ 23,766 
$ 5,930 

$ 5.930 
$ 356,955 

1.66134% 



Red Rock Ultiities, LLC -Wastewater Division 
Test Year Ended December 31,2013 

Adjustment to Revenues and Expenses 
Adjustment Number 7 

Interest Svnchronization 

Line 
- No. 
1 
2 
3 
4 Fair Value Rate Base 
5 Weighted Cost of Debt 
6 Interest Expense 
7 
8 Test Year Interest Expense 
9 
10 
11 
12 
13 
14 
15 
16 

Increase (decrease) in Interest Expense 

Adjustment to Revenue and/or Expense 

17 Weiuhted Cost of Debt Computation 
18 
19 Amount Percent 
20 Debt $ 0.00% 
21 Equity $ 4,378,460 100.00% 
22 Total $ 4,378,460 100.00% 

Exhibit 
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936,3 12 
0.00% 

$ 

Weighted 
cost - cost 

0.00% 0.00% 
9.50% 9.50% 

9.50% 
23 
24 
25 
26 
27 
28 
29 
30 



Red Rock Ultiities, LLC - Wastewater Divlsion 
Test Year Ended December 31,2013 

Adjustment to Revenues andlor Expenses 

Exhibit 
Schedule C-2 
Page 9 

Adjustment Number 8 Witness: Bourassa 
Line 

1 Income Tax Computation 
2 
3 
4 
5 
6 Revenue 

Operating Expenses Excluding Income Taxes 715,858 715.858 
Synchronized Interest 

Test Year 
Adjusted 
Results 

$ 477.549 

Adjusted 
with Rate 
Increase 

$ 834.504 

7 Income Before Taxes 
8 
9 Arizona Income Before Taxes 
10 

$ (238,309) $ 118,646 

$ (238,309) $ 118,646 

12 Rate= 
13 Arizona Taxable Income 
14 
15 Arizona Income Taxes 
16 
17 Federal Income Before Taxes 
18 
19 Less Arizona Income Taxes 
20 
21 Federal Taxable Income 
22 
23 
24 
25 FEDERAL INCOME TAXES: 
26 Effective Federal Tax Rate = 
27 
28 
29 
30 
31 
32 Federal Income Taxes 
33 
34 
35 Total Income Tax 
36 
37 Overall Tax Rate 
38 
39 IncomeTax 

11 Less: Effective Arizona Income Tax $ $ 
0.0000% ’ 

$ (238,309) $ 118,646 

$ $ 

$ (238,309) $ 118.646 

$ $ 

$ (238,309) $ 118,646 

0.0000% ’ $ 

40 Test Year Income tax Expense 
41 Adjustment to Income Tax Expense 
42 
43 
44 ’ See work papersltestimony 

0.00% 0.00% 

$ $ 

$ (31,199) $ 
31,199 



Red Rock Ultiities, LLC -Wastewater Division 
Test Year Ended December 31,2013 

Computation of Gross Revenue Conversion Factor 

Exhibit 
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Line 
No. Description 
1 Combined Federal and State Effective Income Tax Rate 
2 
3 Property Taxes 
4 
5 
6 Total Tax Percentage 
7 
8 
9 
10 
11 
12 
13 1 =Gross Revenue Conversion Factor 
14 Operating Income % 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 SUPPORTING SCHEDULES: 
26 C-3. page2 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

Operating Income % = 100% -Tax Percentage 

Percentage 
of 

Incremental 
Gross 

Revenues 
0.000% 

1.661% 

1.661% 

98.339% 

1.0169 

RECAP SCHEDULES: 
A-I 







s 
0 
0 x 



Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
1 1  
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
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30 
31 
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33 
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36 
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Red Rock Ultiities, LLC -Wastewater Division 
Test Year Ended December 31,2013 

Cost of Preferred Stock 

Exhibit 
Schedule 0-3 
Page 1 
Witness: Bourassa 

End of Test Year End of Proiected Year 

Description Shares Dividend Shares Dividend 
of Issue Outstanding Amount Requirement Outstanding Amount Requirement 

NOT APPLICABLE, NO PREFERRED STOCK ISSUED OR OUTSTANDING 

SUPPORTING SCHEDULES: 
E-I 

RECAP SCHEDULES: 
0-1 



Red Rock Ultiities, LLC -Wastewater Division 
Test Year Ended December 31,2013 

Cost of Common Equity 

Exhibit 
Schedule D-4 
Page 1 
Witness: Bourassa 

Line 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 SUPPORTING SCHEDULES: 
18 E-1 
19 Testimony 
20 

The Company is proposing a cost of common equity of 9.50% . 

RECAP SCHEDULES: 
D-l 



Line 
L 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 

Red Rock Ultilties, LLC -Wastewater Division 
Test Year Ended December 31. 2013 

Comparative Balance Sheets 

Exhibit 
Schedule E- I  
Page 1 

ASSETS 
Plant In Service 
Non-Util i  Plant 
Construction Work in Progress 
Less: Accumulated Depreciation 
Net Plant 

Debt Reserve Fund 

CURRENT ASSETS 
Cash and Equivalents 
Restricted Cash 
Accounts Receivable, Net 
Inter-Division Receivable 
Notes Receivable 
Materials and Supplies 
Prepayments 
Other Current Assets 
Total Current Assets 

Unamortized Debt Discount 
Other Deferred Debts 
Deferred Debits 

Other Investments &Special Funds 

TOTAL ASSETS 

Witness: Bourassa 

Test 
Year Year Year 

Ended Ended Ended 
12/31/2013 12/31/2012 12/31 1201 1 

$ 12,262,555 $ 12,225.586 5 12,215,061 

(3,782.206) (3,170,601) (2,560,184) 
$ 8,480,349 $ 9,054,985 $ 9,654,877 

$ 7,268 $ 8.636 $ 141,352 
857,879 

16.181 
492,077 373,211 143,210 

857,872 442,487 
12,109 30,957 

1,473 1,473 
$ 1,373,405 $ 1,253,301 $ 759,479 

$ - $  $ 

$ 9,853,754 $ 10,308.286 5 10,414,356 

LIABILITIES AND STOCKHOLDERS EQUITY 

Member Equity $ 2,052,396 $ 2,659,151 $ 2,619,525 

Long-Term Debt $ - $  $ 

Amounts Payable $ - $  $ 
CURRENT LIABILITIES 

Current Portion of Long-Term Debt 
Payables to Associated Companies 1,685,351 1,475,166 1,565,665 
Security Deposits 
Customer Meter Deposits, Current 
Accrued Taxes 16,428 14,772 12,662 
Accrued Interest 
Other Current Liabilities 
Total Current Liabilities 

DEFERRED CREDITS 
Customer Meter Deposits, less current $ - $  $ 
Advances in Aid of Construction 5,674,841 5,706,349 5,736,092 
Accumulated Deferred lnwme Taxes 
Contributions In Aid of Construction 549.043 549.043 549,043 
Accumulated Amortization 
Total Deferred Credits 

(770) (113) 
$ 1,701,009 $ 1,489,825 5 1,578,327 

(123,535) (96,082) (68,631) 
$ 6,100.349 5 6,159,310 $ 6,216,504 

Total Liabilities & Common Equity $ 9,853,754 $ 10,308,286 $ 10,414,356 

RECAP SCHEDULES: 
A-3 



Line 
No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 

- 

15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 

39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 

38 

Red Rock Ultiities, LLC -Wastewater Division 
Test Year Ended December 31,2013 

Comparative Income Statements 

Revenues 
Flat Rate Revenue 
Reclaimed Water Revenues 
Other Water Revenues 

Total Revenues 
Operating Expenses 

Salaries and Wages 
Employee Pensions and Benefits 
Sludge Removal 
Purchased Water 
Purchased Power 
Chemicals 
Repairs and Maintenance 
Office Supplies and Expense 
Contractual Services - Engineering 
Contractual Services - Mgmnt Fee 
Contractual Services - Legal &Accounting 
Contractual Services - Other 
Contractual Services - LablTesting 
Rents 
Transportation Expenses 
Insurance - Vehicle 
Insurance - General Liability 
Insurance - Worker's Comp 
Regulatory Commission Expense 
Regulatory Commission Exgense - Rate Case 
Bad Debt Expense 
Miscellaneous Expense 
Sales Tax Expense 
Depreciation Expense 
Taxes Other Than Income 
Properly Taxes 
Income Tax 

Total Operating Expenses 
Operating Income 
Other Income (Expense) 

Interest Income 
Other Income 
Interest Expense 
Other Expense 
Gain (loss) on Disposal of Equip 

Total Other Income (Expense) 
Net Profit (Loss) 

SUPPORTING SCHEDULES: 

Exhibit 
Schedule E-2 
Page 1 
Witness: Bourassa 

Test Prior Prior 
Year Year Year 

Ended Ended Ended 
12/31/2013 12/31/2012 12/31/2011 

$ 275,731 $ 255,172 $ 249,063 
12.218 14.977 26,569 

$ 15.223 $ 19,229 5 19,590 
930 4.980 4.547 

7,538 7.603 10,787 
2,672 460 9,129 

59,605 57,827 58.137 

30,231 71,228 57,544 
3.283 3,515 3,658 

56,000 
32,485 

220,686 
13.797 

56,000 
47,825 

205,767 
20,596 

11,902 13,686 

11,744 21,292 

584.1 52 582,965 
3.115 (4,580) 

31,199 29,544 

46,000 
31,345 

231,140 
24,677 

4.793 

32,351 

581,828 
1,484 

25,323 

$ 1,084,562 $ 1,137,937 $ 1,142.333 
$ (796,613) $ (862,350) $ (866,701) 

4,859 1,976 2,266 

$ 4.859 $ 1,976 $ 2,266 
$ (791,754) $ (860,374) $ (864.435) 

RECAP SCHEDULES: 
A-2 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 

Red Rock Ultiities, LLC -Wastewater Division 
Test Year Ended December 31, 2013 

Detail of Plant in Service 

Acct. 
No Plant DescriDtion 

351 Organization 
352 Franchise 
353 Land 
354 Structures & Improvements 
355 Power Generation 
360 Collection Sewer Forced 
361 Collection Sewers Gravity 
362 Special Collecting Structures 
363 Customer Services 
364 Flow Measuring Devices 
366 Reuse Services 
387 Reuse Meters And Installation 
370 Receiving Wells 

371.0 Pumping Equipment 
374.0 Reuse Distribution Reservoirs 

380.0 Treatment & Disposal Equipment 
361 .O Plant Sewers 

375 Reuse Trans. and Dist. System 

382 Outfall Sewer Lines 
389 
390 Office Furniture & Equipment 

390.1 Computers and Software 
391 Transportation Equipment 
392 Stores Equipment 
393 
394 Laboratory Equip 
396 Communication Equip 
398 Other Tangible Plant 

Other Sewer Plant & Equipment 

Tools, Shop And Garage Equip 

TOTAL WATER PLANT 

SUPPORTING SCHEDULES 

Exhibit 
Schedule E-5 
Page 1 
Witness: Bourassa 

Plant 
Additions, 

Plant Reclass- Plant 
ications or 

at or at 
12/31/2012 Retirements 12/31/2013 

Balance Balance 

59,751 
6,538 

14,298 

5,978.394 

26,931 

280,411 
625,073 

5,203,155 

10,039 

8.224 

790 

36,968 

$ 11,983 $ - 5 11,983 
59,751 
6.538 

14;298 

5,978,394 

26.931 

280,411 
625,073 

5,240,123 

10,039 

8,224 

790 

$ 12,225,587 $ 36,968 $12262,555 

RECAP SCHEDULES: 
A 4  
E-I 



Line 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 

- NO. 

Red Rock Ultiities, LLC -Wastewater Division 
Test Year Ended December 31,2013 

Operating Statistics 

Exhibit 
Schedule E-7 
Page 1 
Witness: Bouras 

Test Prior Prior 
Year Year Year 

Ended Ended Ended 
12/31 1201 3 12/31 /2012 12/31/2011 

WASTEWATER STATISTICS: 

Total Gallons Treated (in Thousands) 

Wastewater Revenues from Customers: 

Year End Number of Customers 

Annual Gallons (in Thousands) 
Treated Per Year End Customer 

Annual Revenue per Year End Customer 

Pumping Cost Per 1,000 Gallons 
Purchased Water Cost per 1,000 Gallons 

24,435 22,983 22,176 

$ 275,731 $ 255,172 $ 249,063 

619 583 525 

39 39 42 

5 445.45 $ 437.69 $ 474.41 

$ 2.4393 5 2.5161 5 2.6216 
$ - 5  - $  



Red Rock Ultiities, LLC - Wastewater Division 
Test Year Ended December 31,2013 

Taxes Charged to Operations 

Exhibit 
Schedule E-8 
Page 1 
Witness: Bourassa 

Line 
No 
1 Description 
2 
3 State Income Taxes 
4 Federal Income Taxes 
5 Payroll Taxes 
6 Property Taxes 
7 
8 Totals 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

28 

Test Prior Prior 
Year Year Year 

Ended Ended Ended 
12/31/2013 12/31/2012 12/31/2011 

$ - $ - $  

3,115 (4.580) 1,484 
31,199 29,544 25.323 

$ 34,314 $ 24,964 $ 26,807 



Red Rock Ultiities, LLC -Wastewater Division 
Test Year Ended December 31,2013 

Notes To Financial Statements 

Exhibit 
Schedule E-9 
Page 1 
Witness: Bourassa 

Line 
- No. 

1 
2 
3 
4 
5 
6 
7 

9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

a 

The Company does not conduct independent audits, reviews andlor compilations. Accordingly, there are no 
notes which are typically associated with these financial statements. Management makes the following 
notations to the finanical statements contained herein: 

Significant Accounting Policies -The Company prepares its financial statements in accordance with 
accounting principles generally accepted in the United States of America and the accounting records of the are 
are maintained in accordance with the uniform system of accounts as prescribed by the National Association 
of Regulatory Utility Commissioners (USOA 1996). Significant accounting policies are as follows: 

Utility Plant - Property, plant and equipment is stated at cost less accumulated depreciation provided on a 
straight-line basis. 

Depreciation rates for asset classes of utility property, plant and equipment are established by the 
Commission. The cost of additions, including betterments and replacements of units of utility fixed assets are 
charged to utility property. plant and equipment. When units of utility property are replaced, renewed or 
retired, their cost plus removal or disposal wsts, less salvage proceeds, is charged to accumulated 
depreciation. 

Revenue Recognition - Revenues are recognized on the accrual method. Under this method, revenue is 
recognized when earned rather than when collected. and expenses are recognized when incurred rather than 
when paid. 

Contlibutions in Aid of Construction . Contributions in aid of construction (CIAC) are nonrefundable contributions 
by developers and customers for plant expansion. In addition, this amount includes the remaining balance, if any, 
of advances in aid of construction at the end of the repayment period. The contributions in aid of construction are 
being amortized at a rate equal to the rate allowed for depreciation. as a reduction of depreciation expense 

Advances in Aid of Construction -Customer advances for construction are subject to refund in accordance with 
agreements approved by the Arizona Corporation Commission. Agreements provide for refunds which are typically 
equal to 10 percent of annual water revenue generated from the expansion. The repayments are for a maximum 
agreed upon period or until repaid in full. Any balance remaining at the end of the agreed-upon period for repayment 
becomes a contribution in aid of construction. 
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No 
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28 
29 
30 
31 
32 
33 
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36 
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Red Rock Ultiities, LLC -Wastewater Division 
Test Year Ended December 31,2013 

Projected Income Statements - Present & Proposed Rates 

Exhibit 
Schedule F-I 
Page 1 
Witness: Bourassa 

Revenues 
Metered Water Revenues 
Unmetered Water Revenues 
Other Water Revenues 

Operating Expenses 
Salaries and Wages 
Employee Pensions and Benefits 
Sludge Removal 
Purchased Water 
Purchased Power 
Chemicals 
Repairs and Maintenance 
Office Supplies and Expense 
Contractual Services - Engineering 
Contractual Services - Management 
Contractual Services - Legal 
Contractual Services -Other 
Contr. Services - Water Testing 
Rents - Equipment 
Transportation Expenses 
Insurance -Vehicle 
Insurance - General Liability 
Insurance - Worker's Comp 
Regulatoly Commission Expense 
Regulatory Commission Expense - Rate Case 
Bad Debt Expense 
Miscellaneous Expense 
Sales Tax Expense 
Depreciation Expense 
Taxes Other Than Income 
Property Taxes 
Income Tax 

Total Operating Expenses 
Operating Income 
Other Income (Expense) 

Interest Income 
Other income 
Interest Expense 
Other Expense 
GainILoss Sale of Fixed Assets 

Total Other Income (Expense) 
Net Profit (Loss) 

SUPPORTING SCHEDULES: 
c-1 

At Present At Proposed 
Rates Rates 

Test Year Year Year 
Actual Ended Ended 
Results 12/31/2014 12/31/2014 

$ 275,731 $ 465,331 $ 822,286 
12,218 12,218 12.218 

$ 287,949 $ 477,549 $ 834,504 

$ 15,223 $ 15,223 $ 15,223 
930 930 930 

7,538 7,538 7,538 
2,672 2,672 2,672 

59,605 98,122 98.122 

30,231 30.231 30,231 
3.283 3,283 3,283 

56,000 
32.485 

220,686 
13,797 

11,902 

11,744 

584.152 
3,115 

31,199 

56,000 
32,485 

220,686 
13.797 

11,902 

5,000 

11,744 

203,130 
3,115 

23,766 

56,000 
32.485 

220.686 
13,797 

11,902 

5,000 

11,744 

203,130 
3,115 

29,696 

$ 1,084,562 $ 739,624 $ 745,554 
$ (796,613) $ (262,075) $ 88,950 

4,859 4,859 4.859 

$ 4,859 $ 4,859 $ 4,859 
$ (791,754) $ (257,216) $ 93,809 



Red Rock Ultiities, LLC -Wastewater Division 
Test Year Ended December 31, 2013 

Projected Statements of Changes in Financial Position 
Present and ProPosed Rates 

Exhibit 
Schedule F-2 
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Line 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 Other assets and liabilities 816 
23 Net Cash Flow provided by Operating Activities $ (117,890) $ (257,216) $ 93,809 
24 

26 
27 

29 
30 Change in Restricted Cash 
31 
32 
33 Net receipts of advances in aid of construction (31,508) (31,508) (31.508) 
34 Repayments of Long-Term Debt 
35 Dividends Paid 
36 Deferred Financing Costs 

No 

Cash Flow From Investing Activities: 
25 Capital Expenditures (36.969) (10,000) (10,ooO) 

28 Net Cash Flows from Investing Activities $ (36.969) 5 (10,000) 5 (10.000) 

Plant Held for Future Use 
Changes in debt reserve fund 

Cash Flow From Financing Activities 

Change in net amounts due to parent and affiliates 
Net Receipt contributions in aid of construction 

Cash Flows from Operating Activities 
Net Income 
Adjustments to reconcile net inwme to net cash 

provided by operating activities: 
Depreciation and Amortization 
Depreciatian Adjustments 
Changes in Certain Assets and Liabilities: 

Accounts Receivable 
Unbilled Revenues 
Materials and Supplies Inventory 
Prepaid Expenses 
Deferred Charges 
Notes Receivable 
Accounts Payable 
Intercompany payable 
Customer Meter Deposits 
Taxes Payable 

At Present At Proposed 
Rates Rates 

Test Year Year Year 
Ended Ended Ended 

12/31/2013 12/31/2014 IZ31/2014 

$ (791,754) $ (257,216) $ 93.809 

584,152 

(1 18,866) 
1,656 

210,185 

37 Paid in Capital 184,999 
38 Net Cash Flows Provided by Financing Activities $ 153,491 $ (31,508) $ (31,508) 
39 Increase(decrease) in Cash and Cash Equivalents (1.368) (298,724) 52,301 
40 Cash and Cash Equivalents at Beginning of Year 8,636 7,268 7,268 
41 Cash and Cash Equivalents at End of Year $ 7,268 $ (291,456) $ 59,569 
42 
43 
44 
45 SUPPORTING SCHEDULES: 
46 E-3 
47 
48 
49 
50 



Line 
No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 

Account 

351 
352 
353 
354 
355 
360 
361 
362 
363 
364 
366 
367 
370 
371 
374 
375 
380 
381 

389 
390 

390.1 
391 
392 
393 
394 
396 
398 

Numbar 

382 

37 Total 
38 
39 
40 

Red Rock Ultiities, LLC - Wastewater Division 
Test Year Ended December 31,2013 
Projected Construction Requirements 

Exhibit 
Schedule F-3 
Page 1 
Witness: Bourassa 

Plant Asset: 
Organization 
Franchise 
Land 
Structures 8 improvements 
Power Generation 
Collection Sewer Forced 
Collection Sewers Gravity 
Special Collecting Structures 
Customer Services 
Flow Measuring Devices 
Reuse Services 
Reuse Meters And Installation 
Receiving Wells 
Pumping Equipment 
Reuse Distribution Reservoirs 
Reuse Trans. and Dist. System 
Treatment 8 Disposal Equipment 
Plant Sewers 
Outfall Sewer Lines 
Other Sewer Plant & Equipment 
Office Furniture 8 Equipment 
Computers and Software 
Transportation Equipment 
Stores Equipment 
Tools, Shop And Garage Equip 
Laboratory Equip 
Communication Equip 
Other Tangible Plant 

Test Year 2014 
$ 

10,000 

36,968 

$ 36,968 $ 10,000 



Red Rock Ultiities, LLC -Wastewater Division 
Test Year Ended December 31,2013 

Assumptions Used in Rate Filing 

Exhibit 
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Line 
- No 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
20 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

Property Taxes were computed using the method used by the Arizona Department 
of Revenue modified for ratemaking 

Projected construction expenditures are shown on Schedule A-4 

Expense adjustments are shown on Schedule C2, and are explalned In the teStlmOny 
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Red Rock Utilities, LLC - Wastewater Division 
Changes in Representative Rate Schedules 

Test Year Ended December 31.2013 

Exhibit 
Schedule H-3 
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Line Present Proposed 
- No. Other Service Charaes Rates RateS 

1 Establishment (collected only if customer sewer only) $ 15.00 $ 15.00 
** ** 2 Re-establishment (winthin 12 months) 

3 Reconnection (Deiinquent) $ 3000 $ 30.00 
4 Minimum Deposit 
5 NSFCheck $ 25.00 $ 25.00 
6 Late Payment Penalty (per month) 1.50% 1.50% 
7 Deferred Payment Finance Charge 1.50% 1.50% 
8 Service Calls - Per Hour/Afler Hours(a) $ 50.00 $ 50.00 
9 
10 
11 
12 
13 * Per Commission Rule A A.C. R-14-2-603(6) 
14 ** Per Commission Rule A.A.C. R14-2-603(0) - Months off the system times the monthly minimum. 
15 
16 
17 
18 IN ADDITION TO THE COLLECTION OF REGULAR RATES, THE UTILITY WILL COLLECT FROM 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

ITS CUSTOMERS A PROPORTIONATE SHARE OF ANY PRIVILEGE, SALES, USE, AND FRANCHISE 
TAX PER COMMISSION RULE 14-2-608D(5). 
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